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A Banker’s Diary 





Mid-November—Mid-December 


CONDITIONS in the London money market have remained 
relatively uneventful. The clearing banks have con- 
tinued to enforce minimum buying rates 
ew for Treasury bills, and during most of the 
period under review were unwilling to buy 
hot Treasury bills at less than I per cent. A certain 
amount of outside buying at 13 per cent. was noticeable, 
and no doubt some of this was on foreign account, 
stimulated by the yield obtainable from the wide dis- 
counts on forward dollars and francs. Still, on the whole, 
the clearing banks have made their rate effective, and on 
December 8, when the banks had ceased buying bills and 
were beginning their preparations f for the end of the year, 
the tender rate rose to {1 os. 7-09d. per cent. This 
was the first time for exactly a year that a tender rate 
of over I per cent. had been recorded. Owing to the 
reduction of clearing bank purchases this rate possesses 
little significance and the real testing time will come in 
January, when the Government begins to retire Treasury 
bills out of the proceeds of revenue. Money has been 
fairly easy. The War Loan dividend payment on Decem- 
ber I released a certain amount of funds to the market, 
for although 7 coinc ided with the payment of a big call 
on the recent 23 per cent. Conversion Loan, it is believed 
that the bulk of this loan is held by Government depart- 
ments, and in any case there is no sign that the payment 
of the call took any money off the market. Outside 
money is still available at 3 and } per cent., but now that 
discount rates have risen to I per cent. and abov e, the 
market is beginning to borrow again from the clearing 
banks and to replace the loans paid off when rates were 
so low earlier in the year. A level I per cent. was charged 
early in December for loans into the New Year and as 
December progressed the rate hardened to 1} per cent. 
The usual Christmas increase in the note circulation has 
begun, and at its peak it may take about {£25 millions 
off the market. Still, credit is so plentiful that even such 
a withdrawal will have very little effect. 
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By early December the foreign exchange market had 
become quieter. The American Treasury had another 
debt-refunding operation to carry through, 
and in consequence the R.F.C. buying 
price for gold was left unchanged, and 
sentiment generally moved in favour of the 
dollar. The spot exchange rate on New York responded 
to this change of sentiment, for from $5-46 on November 
22, it rallied to $5-04} a week later, and in spite of a 
temporary setback to $5-18 was quoted at $5-08 on 
December 12. Three months’ dollars have also become 
stronger. The outlook, of course, remains most uncer- 
tain, especially in view of the imminent meeting of 
Congress, but there seems no reason why the stabilization 
of the dollar should not be effected at about $5 to the 
pound sterling, particularly as the selection of such a 
rate would leave room for a further moderate advance 
in American prices. Francs have also strengthened with 
the passage of the French budget, and the spot rate for 
sterling has come down from Frs. 842 to Frs. 833. Less 
support by the British control has been necessary, and 
the gold losses of the Banque de France have been 
checked. Still, once more the outlook is uncertain, for 
as our Paris correspondent points out, the budget is only 
a stop-gap arrangement, which possesses several weak- 
nesses. 


The Foreign 
Exchanges 


IMPORTANT changes have lately taken place in the 
Argentine peso. At the end of November three decrees 
The were issued. The first altered the pegged 
Argentine rate from Frs. 14-84 to Frs. 12-38 per gold 
Peso peso, equivalent to a depreciation of 16-6 

per cent., and the London exchange was adjusted accord- 
ingly. The second freed the restriction upon the purchase 
of foreign exchange to the extent that importers could 
bid by tender to the control office for such foreign 
exchange as was available. Exporters, however, were 
still bound to sell at the pegged rate, and the control office 
expected to earn a profit of about 10 per cent. from the 
spread between its buying and selling rates. The third 
decree fixed official buying prices for staple cereal pro- 
ducts, and set up a special Board to buy grain at these 
prices for re-sale at current market prices. As the 
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official prices were above the world price, the Board 
expected to incur a loss, and this was to be made good 
by the transfer to the Board of the profits made from the 
purchase and sale of foreign exchange. A week later, a 
further decree freed all blocked pesos as far as their 
disposal inside the Argentine was concerned. Remittance 
abroad, however, was still subject to control and also 
to the tax of ro per cent., for while remittance was 
simultaneously authorised without restriction through 
the unofficial market, in practice very limited supplies 
of foreign exchange are forthcoming through that source. 
In one sense these new decrees mean that importers are 
being made to subsidise the grain trade, but they do 
amount to a very tentative advance in the direction of 
freer exchange. Still, as Mr. Beaumont Pease pointed 
out at the recent meeting of the Bank of London and 
South America, the real crux lies in the low prices and 
restricted outlets for South American produce, and so 
long as these conditions persist, it is not easy to see how 
Argentine import trade can revive. 


THE November returns of the ten London clearing banks 
record a general contraction in assets and liabilities, 
.. but that may be due to the repayment, 

yt enna early in that month, of the second half 
Bank of the French sterling credit, amounting 
Averages to {15-0 millions. Deposits have fallen 
from {£1,950°8 to £1,928-o0 millions, and advances from 
£747°5 to £737:0 millions. These changes are not far 
removed in magnitude from that of the French repay- 
ment. Cash has decreased from {218-4 to £216-0 millions, 
and balances with other banks and cheques in course of 
collection from £46-7 to £43-9 millions. The latter item 
should increase in December with the Christmas expan- 
sion of trade, but the Christmas currency withdrawals 
may cause a further decline in cash, offset towards the 
end of the month by cash accumulations in preparation 
for the end of the year. Call money has risen from 
{89-2 to £98-6 millions, and this is clear evidence of the 
return of the money market to the clearing banks. Dis- 
counts have fallen from £342-9 to £3171 millions, but 
the decision of the banks to enforce minimum discount 
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rates prevents them from buying bills freely. Invest- 
ments have increased from {559-4 to £569-0 millions. 


THE November trade returns show that so far our 
moderate business revival has been well maintained. 
The Imports at {63-7 millions compare well 
November with {61-8 millions for October, even 
Trade though the increase represents the normal 
Returns seasonal expansion in raw material imports. 
Exports at £34-4 millions show a fractional improvement 
on October and are, incidentally, the best since April 
1932. Re-exports at £3-6 millions are not so good, but 
it is necessary to add to this figure {2-0 millions repre- 
senting transhipments under bond. For the first eleven 
months of the year, imports amount to {613-0 millions, ex- 
ports to £337-0 millions, and re-exports to £45-1 millions. 
The adverse trade balance is {220-9 millions, compared 
with {263-0 millions for the first eleven months of 1932. 
There has thus been a big improvement since last year. 


THE Indian Reserve Bank Bill, in its passage through 
the legislature, has so far been subject to one important 
_ change. In its original form it was pro- 
oo vided that the new Reserve Bank was not 
Bank Bill bound to maintain a London office, and the 
intention was that the Bank of England 
should act as its agent. This is in accordance with normal 
central banking practice, for no central bank maintains 
its own office in another centre, but instead central 
banks act reciprocally as agents for each other. Unfor- 
tunately, this provision has been amended, and it is now 
obligatory for the Reserve Bank to maintain a London 
office. We can understand the desire of certain sections 
of Indian political opinion to keep the new Reserve Bank 
free from even the suspicion of any control by the Bank 
of England, but nevertheless we regard the amendment 
as a mistake. For one thing it is highly desirable for 
India to take her normal place in the Empire monetary 
system, and the Bank of England already acts as the 
London agent of other Dominion central banks. Again, 
we are not yet convinced that India can successfully 
manage her monetary affairs, and an initial period of 
close co-operation with the Bank of England would in 
every way be highly desirable. 


B2 
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THREE leading Scottish banks, the Royal Bank, the 
Commercial Bank and the National Bank of Scotland, 

Scottish have lately issued their reports, and in 

Banking every respect their results are satisfactory. 

Results [In each case a small increase in net profits 
over last year is returned, and it is clear that the expan- 
sion in total resources has served to offset the recent 
decline in money rates. Advances are slightly lower, but 
this is easily comprehended in view of the general experi- 
ence of British banks, and the abnormal competition to 
which the banks are now exposed in certain sections of 
this field. Again, the fall in long-term interest rates has 
had the inevitable effect of reducing the volume of 
advances against gilt-edged stock as collateral, for it 
now pays to sell the stock outright. Still, on the whole 
the results show that Scottish banking is well maintaining 
its traditional strength. 


As we go to press we learn of the decision of the House 
of Lords in the case of Fetst v. The Société Intercommunal 
Th Belge d’Electricité. The points at issue arose 
e Gold 4 dee 
Clause {rom the fact that principal and interest 
on bonds issued by the company in London 
were payable “in sterling in gold coin of the United 
Kingdom of or equal to the standard weight and fineness 
existing on 1st September, 1928.’ Since the British 
suspension of the gold standard the company has claimed 
the right to pay the interest on the bonds in sterling, 
but Mr. Feist, one of the bond-holders, claimed that the 
interest paid in sterling should be scaled up in proportion 
to the depreciation of sterling in terms of gold. Both 
the lower Courts found in favour of the company, but 
the House of Lords has now reversed these judgments 
and has found in favour of the bond-holder. Full 
comment on this important judgment must be reserved 
until next month, but in the meantime we must point 
out that it will have far-reaching consequences. To 
mention only one point, the judgments of the lower 
Courts, which virtually made the gold clause null and 
void, were freely prayed in aid by other countries, who 
wished to escape from their responsibilities. This justi- 
fication no longer exists. 











The British Banking Year 


N anticipation of the profits and accounts of the 
I leading British banks, which are due to appear before 

the end of the month, we propose to follow our 
precedent of a year ago, and to give a general review of 
the past year. Once more 1933 has proved a year of 
vicissitudes, though one which is not without hope. At 
home it has witnessed the strengthening of sterling, the 
rehabilitation of our gold reserves, and a moderate 
revival of trade. On the other hand, from the banking 
point of view it has been a year of inordinately low 
money rates, and it was only during the autumn months 
that the banks were able to bring about any recovery. 
Abroad it has witnessed the American banking crisis, 
followed by her suspension of the gold standard and new 
monetary policy. It has also witnessed the political 
revolution in Germany, followed by the proclamation of 
a partial transfer moratorium on her external indebtedness, 
Among elements of hope at the close of the year came the 
balancing of the French budget and the first steps 
towards a relaxation of exchange restrictions in the 
Argentine. In the Empire, definite steps have been taken 
towards banking co-ordination. New Zealand has estab- 
lished a central bank, and projects for the foundation of 
central banks are going forward in India and Canada. In 
each case the decision to establish a central bank was not 
unattended with controversy, but while we admit the 
force of many of the objections which have been raised, 
we can at least say that so soon as every Dominion has its 
central bank, it will be easier to formulate a common 
Imperial monetary policy and to stabilize the Imperial 
exchanges. 

Coming now to the experience of the British joint 
stock banks, we begin by appending a summary of the 
clearing banks’ returns of assets and liabilities for certain 
selected months. On the score of liquidity the banks have 
nothing with which to reproach themselves, for during 
the year ended November last, their ratio of cash to 
deposits rose from 10-2 to 11-2 per cent. Unfortunately 
this increase in the cash ratio is in itself evidence of a lack 
of demand for banking accommodation, and further 
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evidence is to be found in the fall in advances from 

£785-0 to £737°3 millions. In November, 1933, the ratio 

of advances to deposits was only 38-3 per cent., against 
4 per cent. in November, 1932. 





| | 
| 

















Nov., | Nov., | Nov., Feb., May, Aug., Nov., 
1928 1931 | 1932 1933 1933 1933 1933 

| 

| | 
| £mn. | £ mn. | £ mn. £mn. | £mn. | £mn. | £ mn. 
Capital .. -- | 73°5 | 74°3 | 74°3 | 74°3 | 74°3 | 74°3 | 74°3 
Reserves .. se | Gora 60°38 51-0 | 51°5 51°5 51°5 51°5 
Deposits .. -+ |1,788+7 |1,706°4 |1,898-4 |1,956°7 |1,944°0 |1,965°6 |1,928-0 
Acceptances, etc... | 200°5 | 102-6 | 83-3 | 96-0 96-5 | 105-5 | 114-0 
Cash es -» | 197°O | 173°1 | 193°4 | 207°6 | 205°6 208-1 | 216-0 
Balances, etc.* .. S4°7 | 47°7 41°7 42°7 | 43°8 40°2 43°9 
Call Money - 146-4 | 109°4 | 116°3 | 111°8 97°7 90-7 | 98-6 
Discounts .. .. | 250°6 | 240°5 | 391-2 | 385-8 | 346-1 | 359-0 | 37I°1 
Investments + *- 250°0 299°7 425°0 497°5 | 539°4 503°4 569-0 
Advances .. -- | 956°6 | goo-2 | 785-0 | 765-6 | 774°8 | 758°2 | 737°3 











* Balances with and cheques in course of collection on other banks in “the 
United Kingdom. 
t+ Excludes investments in affiliated banks. 





In view of the general expansion in trade which has 
admittedly occurred since April, 1933, this decline in 
advances may give rise to some comment. It must be 
recognized, however, that one of the immediate con- 
sequences of a trade revival is a reduction in advances, 
for outstanding stocks of commodities are absorbed and 
industrial undertakings at last begin to receive fresh cash 
and to earn fresh profits. Their first action is naturally 
to repay outstanding bank loans, and while the banker 
sees his advances decline, he has the satisfaction of 
knowing that loans which previously he had considered 
to be frozen are at last being liquidated. There is little 
doubt that this year the banks will be able to reduce their 
provision for bad and doubtful debts. 

Another cause of this year’s reduction in advances lies 
in the aftermath of the War Loan and similar conversion 
schemes. So long as War Loan yielded 5 per cent., 
holder in need of temporary accommodation found that 
it paid him to borrow from the bank against his stock ; 
for his bank loan cost him 5 per cent. at the most, and he 
saved the expense and possible loss which he might have 
incurred through a sale and re- npencnane, of his stock. 
The reduction in the War Loan yield to 34 per cent. has 
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completely altered the position, for a bank loan against 
War Loan collateral now costs a net I or 14 per cent. 
per annum. Hence this year many people must have 
preferred to sell their War Loan instead of pledging it as 
collateral for a bank loan. 

There are other explanations of the reduction in 
clearing bank advances. It is known that as a result of 
conversion many insurance companies are hard put to it 
to maintain the required average yield on their funds, and 
it is reported that in some cases insurance companies have 
been offering loans at competitive rates to big industrial 
borrowers. The same is reported of leading city houses. 
American banks, too, have been tempted by the big 
profits accruing from the wide margin between spot and 
forward sterling to employ money in England, and this 
has been a source of fresh competition. Thus the strength 
of sterling and the abundance of money has subjected the 
clearing banks to abnormal competition, and while it 
may be argued that they should have reduced their 
advance rates in order to meet it, they may fairly reply 
that this competition is liable to cease at any moment with 
a sudden change in monetary and exchange conditions, 
and that in any case they have already made appreciable 
reductions in their advance rates. It is certainly true that 
the minimum advance rate of 5 per cent. has for long been 
abandoned. It is also a fact that the bulk of the small 
borrowers are inaccessible to insurance companies, City 
houses and American banks, and here it is understood 
that the revival in trade has been reflected in a more 
active demand for banking accommodation. 

As a result of the decline in their total advances, the 
banks had to find other outlets for their funds. One 
obvious outlet was that of bills of exchange, and the 
banks are to-day holding far more bills than they did five 
years ago. Several difficulties, however, arose during the 
past twelve months. First and foremost, the Government 
has been taking the opportunity provided by the present 
low interest rates to fund part of the floating debt, so that 
although £200 millions of Treasury bills were issued last 
May to finance the increase in the Exchange Equalization 
Account, the actual increase in the Treasury bill issue 
for the year ended December 2nd was only £37 millions, 
which is equivalent to an effective decrease of £163 
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millions. In the circumstances of cheap and plentiful 
money which have prevailed during the year, competition 
for this dwindling supply of Treasury bills became very 
keen, with the result that by the late summer market 
discount rates had been forced down to the unprecedently 
low level of + per cent. 





Nov., | Nov., | Feb., | May, | Aug., | Nov., 
193! 1932 | 1933 1933 1933 1933 
| 























oO o/ Oo Oo o/ 
Oo 0 /O Oo /O /O 
Bank Rate .. ie es a 2 2 2 2 2 
London Deposit Rate ha 4 : . * 4 t 
Banks’ minimum Call Loan | | 
Rate a a oo 5 I I I I I 
Discount Rates : 
3 months’ Treasury Bills | 5% | I+ 3 2 ; I 
3 months’ Bank Bills | 52 | is ge | 4 e I+ 


| 
| ' 








These low rates involved the banks in loss of income 
in two directions. Firstly, there was the direct loss on the 
bills themselves, corresponding to the reduction in their 
yield. Secondly, the money market showed great 
reluctance to borrow from the clearing banks at their 
minimum rate of one per cent., and instead increased its 
borrowings from foreign banks and other outside lenders, 
who were ready to advance call and short money at rates 
which in the summer ran as low as } per cent. The 
extent of this last movement is shown in the first table 
in the summer reduction in the clearing banks’ call money. 

The banks have succeeded in dealing with their 
anomalous position in two ways. First of all, they 
reduced their purchases of bills and instead added to 
their holdings of securities. This change of policy had its 
disadvantages, for the banks’ investments had by the end 
of the year reached such a size as to render the banks a 
little vulnerable to a serious set-back in the gilt-edged 
market. Still the banks have ample inner reserves in 
hand, derived partly from the big appreciation of gilt- 
edged securities since the autumn of 193I, ana so no 
real anxiety need be felt. The second step taken by the 
banks was one that was long overdue, for at the end of 
last September they reached an agreement to enforce 
minimum buying rates for Treasury bills. A similar 
attempt was made in the autumn of 1932, but on that 








THE BRITISH BANKING YEAR 11 


occasion it proved abortive. This year it has met with 
complete success, for between the end of August and early 
December, the market rate for “ hot ’’ Treasury bills had 
been raised entirely by bank co-operation from } to just 
over one per cent. Technically there was little difficulty 
in bringing about this improvement, for the clearing 
banks are such large buyers of bills that between them 
they are able to control the market. All that was needed 
was co-operation, and this has now been achieved. 

Several beneficial results have followed. First of all, 
the banks are now once more able to earn one per cent. 
on their bills. Secondly, the rise in the rate to one per 
cent. has once more rendered it possible for bill-brokers 
to borrow one per cent. call money from the clearing 
banks, and this is reflected in the increase in call loans from 
£90-7 to £98-6 millions between August and November. 
In short, the money market is in a far more natural and 
healthy position than it was four months ago. 

So far this review points to a general diminution in 
bank earnings, and the only item left unmentioned is that 
of acceptances, endorsements, &c. Acceptance business, 
pure and simple, has become even smaller than it was a 
year ago, and no improvement under this heading can 
be expected until world trade is free to revive. On the 
other hand, the forward exchange business of the banks 
has grown exceedingly as the result of the general currency 
instability, and as outstanding forward exchange con- 
tracts are included by most banks under the heading of 
“acceptances, endorsements, &c.,”’ this item shows a 
considerable increase over a year ago. 

Even so, the increased earnings under this head fell 
a long way below the shrinkages in the banks’ main 
sources of income, and so the question at once arises, will 
profits be up to last year’s level? Fortunately, as recent 
Scottish banking reports show, there is good ground for 
taking a hopeful view. Deposits during 1933 averaged 
about 12 per cent. more than in 1932, and so even if the 
average yield on the banks’ earning assets showed a 
decline, the banks had larger resources on which to earn 
these profits. Again, early this year the banks at last 
succeeded in reducing country deposit rates from their 
customary fixed level of 24 per cent. to an average of very 
little over 14 per cent.; and this has permitted of a big 
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saving. Allusion has already been made to the probable 
decrease in the need for provision for bad and doubtful 
debts. Finally, steady progress is being made with 
mechanization, and an article and chart published in the 
December issue of THE BANKER give some indication of 
the economies in administration costs which must have 
been effected in this way. 

Thus, on balance, it appears likely that 1933 bank 
earnings will not differ much from those of the previous 
year, and that no changes in dividends will be made. 
Shareholders will also have the satisfaction of knowing 
that at no time have the leading British banks been more 
liquid than they are to-day. In contrast to many foreign 
banking systems, their strength is entirely unimpaired by 
the events of recent vears, and so soon as trade revives to 
the point where new banking accommodation is required, 
the banks are more than ready and able to provide it. 


British Overseas Banking 
By G. F. Crump 


URING the past year there have been signs of a 
D general improvement in the economic and political 

situations existing in the Dominions. It can be 
said that for the three previous years a condition of 
obscurity and doubt has prevailed, engendered by 
indecisive financial policies fostered or adopted by 
various Colonial Cabinets in their efforts to balance their 
budgets and to restore their finances to sound bases. In 
every case the responsible legislators have been faced 
with financial and social problems without parallel and 
seemingly at times beyond their powers of solution. 
Happily some sort of order and settled policy has emerged 
out of chaos and the financial and commercial communi- 
ties of the Empire overseas are now looking forward with 
more confidence to the future. There still remain, 
however, some feelings of apprehension amongst the 
commercial banks operating in Canada, India, and New 
Zealand regarding the powers to be invested in the 
Central Reserve Banks in respect of the formation of 
which Bills are now receiving the consideration of the 
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respective legislatures ; further reference is made to this 
question later. 

It has been the practice of THE BANKER at this period 
of the year to review, in a grand aggregate, the assets of 
the principal British banks which carry on their main 
business overseas. It must be explained that these do 
not include the banks which are concerned almost wholly 
with business on the Continent of Europe and whose 
activities are not comparable with those banks in the 
Dominions, the Colonies, South America, China, etc. 

For this purpose it has been found convenient, as a 
basis of comparison, to take the combined figures of the 
following banks which comprise the membership of the 
3ritish Overseas Banks Association :— 

Bank of Adelaide. 

Bank of Australasia. 

Bank of British West Africa, Ltd. 

Bank of London & South America, Ltd. 
Bank of Montreal. 

Bank of New South Wales. 

Bank of New Zealand. 

Bank of Nova Scotia. 

Barclays Bank (Dominion, Colonial & Overseas). 
Anglo-South American Bank, Ltd. 

British Bank of South America, Ltd. 
Canadian Bank of Commerce. 

Chartered Bank of India, Australia & China. 
Commercial Bank of Australia, Ltd. 
Commercial Banking Company of Sydney, Ltd. 
Commonwealth Bank of Australia. 
Dominion Bank. 

Eastern Bank, Ltd. 

English, Scottish & Australian Bank, Ltd. 
Hongkong & Shanghai Banking Corporation. 
Imperial Bank of Persia. 

Mercantile Bank of India, Ltd. 

National Bank of Australasia, Ltd. 

National Bank of India, Ltd. 

National Bank of New Zealand, Ltd. 

P. & O. Banking Corporation, Ltd. 
Queensland National Bank, Ltd. 

Royal Bank of Canada. 

Standard Bank of South Africa, Ltd. 

Union Bank of Australia, Ltd. 


The peak period in the expansion of business of these 
institutions occurred towards the end of 1929 and in the 
early part of 1930, and from the respective balance sheets 
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the following position was shown, as compared with the 
combined figures of the same banks in 1917 when the 
Association was formed :— 


Year. Paid-up Capital. Total Assets. 
1917/18... £51,168,220 Approx. £763,406,c00 
1929/30... £101,546,000 »  £1,648,777,000 


During 1930 and 1931, as the following figures will 
show, there was a distinct falling off in the volume of 
assets, but towards the end of 1932 a revival was indicated 
and from the latest balance sheets there appears an 
increase in the combined assets of approaching ninety 
millions on the previous recorded figures :— 


Year. Total Assets. 

1930/31 one jn wind ... £1,575,942,000 
1931/32 ona ia si ... £1,483,064,000 
1932/33 _— inv ve .» £1,592,017,000 


It may be of interest to compare the combined cash 
deposits of the banks mentioned over the past five years : 


Year. Cash Deposits. 
1929/30 site jie - ... £1,268,347,000 
1930/31 ah — 6 .» £1,217,439,000 
1931/32 vee mor ac .«» £1,197,789,000 
1932/33 wns si ‘ ..» £1,227,557,000 


A few of the more important features in the financial 
and commercial conditions prevailing in the principal 
countries served by the banks above-mentioned are now 
given :— 

AUSTRALIA AND NEW ZEALAND 

When the Premiers’ plan was instituted in June, 1931, 
it will be remembered that the Commonwealth was faced 
with a combined deficit in the neighbourhood of 
£40,000,000 for 1931/1932. The combined States’ deficits 
for 1933/1934 are now estimated at £8,500,000, which is 
likely to be substantially reduced by relief in interest of 
overseas debt conversions. 

In submitting the Budget for 1933/1934, the Common- 
wealth Premier stated that an estimated deficit of 
£1,300,000 had been turned into an actual surplus of 
over {3,500,000 after granting relief to primary producers 
of some {2,250,000 and remitting {1,000,000 in taxation. 

This is a remarkable achievement and the improve- 
ment in Australia’s credit overseas is no less outstanding. 
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At the date of the last Budget there were shortly 
falling due in London £21,983,000, and payable in the 
option of the Government on three months’ notice a 
further £84,089,000. Since then the maturing loans have 
been converted and also £49,500,000 of the loans with 
optional repayment, or altogether £71,565,187 out of 
the total of £106,072,000. So satisfactorily had these 
operations been carried through that the saving in 
interest and exchange already effected amounted to 
{1,600,000 annually. On December 7 last, a further 
conversion offer was made in London to holders of 
various State Loans totalling £16,647,349. Holders had 
the option of converting into Commonwealth of Australia 
3% per cent. Registered Stock 1946/49 or else being paid 
out in cash. An additional offer was made of the same 
stock for cash to an amount sufficient to make up with 
the stock converted the above total of £16,647,340. 
The lists of the offer opened on December 7, and those 
of the cash offer closed at 11.30 a.m. on the same day, 
applicants for large amounts receiving approximately 
16 per cent. of their requirements, with a maximum of 
£16,000. 

The recovery in Australia’s internal credit has also 
been very marked. Less than eighteen months ago the 
Consolidated 4 per cent. Stock stood below par at a price 
yielding about 4? per cent.; it is now at a premium, 
yielding just 33 per cent. 

The latest internal loan of {10,000,000 at 34 per cent., 
issued in November last at 99, was over-subscribed in 
forty-eight hours—a striking testimony to restored con- 
fidence. 

In his Budget speech the Commonwealth Premier 
said :— 

“The Government regards this year’s Budget 
as a reward which the Australian people have 
earned by the sacrifices they have made and the self- 
discipline they have imposed to meet the circum- 
stances of the depression. Its proposals constitute 
a milestone on our road to recovery. They bring 
the prospect of increased employment. Hard 
times are not yet passed, but what I have said 
shows that there are already definite signs of 
improvement. This restoration Budget will, I 
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believe, carry to the people of the Commonwealth 
a message of hope and of faith in Australia.” 

While the achievements of the Government are 
gratifying, the burden of taxation still presses heavily on 
the Australian people, and absorbs far too large a propor- 
tion of the earnings of business enterprises and the 
monies of private individuals. 

The trading banks in Australia have continued to 
render generous assistance to the national economy, and 
have loyally maintained their policy of helping their 
customers by accepting minimum rates of interest on 
loans, and in many instances by remitting interest on 
their advances in an endeavour to tide over the difficult 
times through which the borrowers were passing. The 
prices ruling for wool during part of the year have proved 
unprofitable to the grower, but towards the middle of 
the year there was a marked revival. The rise in certain 
grades has indeed been remarkable, and this feature, 
combined with the success of the Government’s financial 
policy, has very definitely had an encouraging effect 
upon all classes in the Commonwealth. In financial and 
agricultural circles the future is viewed with optimism. 

Another encouraging feature has been the revival of 
the gold mining industry. The high price of gold has 
made it profitable to work low-grade diggings which, for 
many years, have been abandoned. This condition has 
been the cause of giving employment to hundreds and 
of bringing prosperity to many districts in the vicinity 
of the mines. 

New Zealand finances are not, at the moment, in quite 
so satisfactory a position as those of Australia, but the 
New Zealand Government are making strenuous efforts 
to improve matters and there are hopeful indications 
that this will shortly be achieved. 

The New Zealand Government has recently passed 
an Act to establish a reserve bank, but it is a matter for 
some regret that certain clauses in the proposed Bill have 
been unfav ourably received by the trading banks. It is 
proposed that the latter banks should relinquish their 
powers to issue notes and, in addition, to lodge deposits, 
free of interest, with the Central Bank. The strongest 
objection has been taken to the proposal that the Govern- 
ment shall take over the gold holdings of the commercial 
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banks at the mint price instead of adopting the pro- 
cedure, which the latter contend is equitable, of pur- 
chasing gold at market prices. 

It seems likely that the commercial banks operating 
in New Zealand will make further strong representations 
against the conditions which they consider to be detri- 
mental to their interests. The Government doubtless 
have good arguments to support their proposals and it 
will be of much interest to see what eventuates. 


CANADA 


A survey of the business of the Canadian chartered 
banks during the past year clearly demonstrates that 
while a spectacular recovery from the world depression 
is extremely improbable, a well-ordered and definite 
revival of trade and confidence has taken place in Canada. 

It might have been considered that being the Dominion 
adjacent to the U.S.A. it would find the influence of the 
uncertain economic and exchange outlook of that country 
a handicap and would therefore show a greater hesitancy 
in recovery than that of other countries. This, happily, 
is not the case. True the farming community, which 
forms such a very large percentage of the population, 
still struggles to combat the low prices realized for its 
produce, but certain manufacturing and the mining 
industries show a satisfactory increase in profits and 
output ; indeed, for the month of October last Canadian 
exports reached the highest figure since late in 1930. 

It will readily be appreciated that the service rendered 
by the Canadian banks in this process of recovery is a 
very vital one. To finance an impoverished agricultural 
community and at the same time preserve a remarkable 
degree of liquidity, is a fine achievement and a graphic 
illustration of the merits of the branch banking system. 

Criticism has, however, not been lacking, more par- 
ticularly in the Western Provinces, where the banks are 
accused of adopting too restrictive a policy. 

At the end of 1929 the total deposits of the Canadian 
chartered banks were $2,946,478,000, with loans and 
advances amounting to $1,812,716,000. 

The years 1930, 1931, and the major portion of 1932 
witnessed a large contraction in these figures, more 
particularly those of advances, which, as at August 31, 
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1932, totalled $1,319,296,000. This reduction is, of 
course, commensurate with the restricted needs of 
industry for banking accommodation during the past 
years. 

Although the present year shows a further decline in 
advances, there has been a small increase in deposits. 
As at August 31 last total deposits increased by approxi- 
mately $24,000,000 over the same period in the previous 
year. 

A further interesting expansion has been that of 
investments. These have risen from $703,000,000 in 
August, 1932, to $866,000,000 in August of this year. 
This increase has, of course, been necessitated by the 
falling off in the demand for commercial accommodation. 
The banks, faced with a decline in their advances, natur- 
ally invested large amounts in Government securities and, 
incidentally, strengthened their liquid position. These 
investments show an increase of 23 per cent. over the 
corresponding date in 1932, and as at August 31 last, 
their liquid assets were 52-2 per cent. of their total 
resources. 

From results achieved, it would seem that any reform 
in the Canadian banking system should be unnecessary, 
but the report of the Royal Commission on Banking and 
Currency, recently issued, recommended the establish- 
ment of a central bank for Canada. It may be added 
that this recommendation was not unanimous, there 
being a minority report by two members who maintained 
that such a bank was unnecessary. 

In his recent speech to the shareholders, the President 
of the Imperial Bank of Canada, commenting on the 
proposed central bank, said :— 


“Undoubtedly fresh disturbances would be 
caused by such a fundamental change in our finan- 
cial system, and in my opinion it would hamper 
rather than help us in dealing with our financial 
problems. . . . We should not be called upon to 
make the very considerable sacrifice which would 
be incurred if a central bank is established along 
the lines suggested in the Report.” 


It would not be proper at this stage to discuss the 
advantages or otherwise of such a bank, but the views 
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of the other banks in Canada on this subject are awaited 
with interest. 

The financial condition of the Dominion, though 
hampered by an unbalanced budget, continues to be 
satisfactory. During the past year over $320,000,000 
worth of loans were dealt with, either by conversion to a 
lower rate of interest or else by renewal for short-term 
periods. An interesting sidelight on this business was 
the public issue on the London market of a 4 per cent. 
loan of £15,000,000. This, the first issue of Canadian 
Government Stock in London for a period of over twenty 
years, was eminently successful, being heavily over- 
subscribed. 

Whether the recovery of Canadian industry, which, 
during the past year, has held out so much promise, 
will be maintained, is a matter for conjecture, but it is 
at least reasonable to assume that given a steady rise 
in commodity prices, a gradual improvement in the 
conditions and spending power of the farming and 
mining community will take place. 


INDIA 


There has been a marked improvement in the finances 
of India during the past twelve months. 

The export of gold which was a feature of the previous 
year has continued throughout 1933. The total value of 
exports of gold for the twelve months October 1932 to 
September 1933 was £49,040,000, as against a total of 
{66,600,000 for the previous twelve months. These 
exports have been of assistance in maintaining a balance 
of trade in favour of India, and the Government of 
India have been able to obtain the necessary sterling 
remittances for their requirements. 

While political influences, which had acted to some 
extent in the restraint of trade during the last few years, 
have not been so much in evidence during the year under 
review, the internal and export trade has been adversely 
affected by another cause. As in other parts of the 
Empire, there has been a very substantial drop in the 
price of commodities, which condition has been responsible 
for a lowering in the prosperity of the commercial com- 
munity ; this condition has naturally had its effect upon 
trade generally. 
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The British export trade to India has met serious 
competition from Japan, but it is hoped that some way 
may be found to counteract this. 

During the year a Bill to establish the Reserve Bank 
of India has been introduced in the Legislative Assembly, 
and after consideration by a Select Committee of both 
Houses the Bill is now under discussion in the Assembly. 

The establishment of the new bank prior to the grant 
of a new Constitution for India has been considered 
necessary with a view to the securing of monetary 
stability in British India. The functions of the bank will 
include the regulation of the note issue. 

The introduction of the Bill has revived discussion 
regarding the sterling ratio of the rupee, but Government 
have decided, in view of the present disorganization of 
the monetary systems of the world, that the provisions 
of the Bill shall be on the basis of the existing monetary 
system in India, leaving the question of the monetary 
standard best suited to India to be considered when the 
international monetary position has become sufficiently 
clear and stable to make it possible to frame permanent 
measures. 

An interesting feature in the debate in the Assembly 
at New Delhi on the Reserve Bank Bill has recently 
been reported. A motion proposed for the establishment 
of a branch bank in London was carried by forty-six votes 
to forty-five. 

It is perhaps desirable to leave any comment on this 
particular issue until the final decision of the Legislative 
Assembly has been reached on all points. 


SOUTH AFRICA 


In the February issue of THE BANKER, the writer of 
these notes gave a brief résumé of the circumstances 
which caused the South African Government to remain 
on gold for some sixteen months after the decision of 
Great Britain to depart from the gold standard. The 
reasons which influenced the Union Government to 
abandon their policy are now almost matters of history, 
but it may be of interest to recount them briefly. 

The Union Government were not, at the time, faced 
either with budgetary embarrassments or an adverse 
balance of trade, nor had they to meet debts abroad. 
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There was, however, a growing disposition amongst the 
produce growers to blame the Government’s policy of 
adhering to the gold standard for the loss of their principal 
markets in Great Britain. 

The South African exporters had found that the 
exchange position, then existing, was an insuperable 
barrier to profitable trading with the Mother Country. 

The situation which had developed in political circles 
created the belief that the Government Parliamentary 
majority was being threatened on the question of its 
gold standard policy. Speculation in exchange started 
afresh, and in anticipation of a rise in the price of gold a 
scramble to acquire gold coin commenced. 

To quote the views of its Deputy Governor, the 
Reserve Bank could handle the exchange position, but 
no banking system in the world could withstand a sus- 
tained demand for gold for hoarding purposes. If only 
a small proportion of their deposits with the commercial 
banks, building societies, trust companies, savings banks, 
etc., were withdrawn by the public in gold coin, the 
result would have been that the commercial banks 
would have pledged in one form or another their liquid 
securities to the Reserve Bank, that the Reserve Bank’s 
coffers would have been depleted of gold coin and that 
business would have come to a standstill, as subsequently 
happened in the United States. 

This danger was discussed at conferences with the 
other banks, and during the intervening Christmas 
holidays their views were placed before the Minister of 
Finance. Summed up, these views amounted to this :— 


1. That the Government should relieve the 
Reserve Bank of its obligation to redeem its notes 
in gold coin; 

2. That, should the Government still desire to 
maintain the South African pound on a gold parity 
basis, this could be done by the Reserve Bank 
through the medium of a regulated gold exchange 
standard. 


The Government, by its proclamation of December 28, 
1932, relieved the Bank of its obligation to pay its 
notes in gold on demand, but it was not until the next 
day, after a further interview with the Minister, that all 
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hope of establishing the regulated gold exchange standard 
had to be abandoned. The Minister explained that 
since the public had come to regard the real proof of 
South Africa being on the gold standard as the freedom 
with which anyone who had a bank note or a bank 
balance could convert it into sovereigns and export them, 
the removal of this freedom would be looked upon 
throughout the country as breaking the link with the 
gold standard. Thus the Union’s currency became 
automatically detached from the gold standard. 

Upon the reversal of the Union Government’s mone- 
tary policy, business conditions in South Africa passed 
through a most difficult time in its reactions to conditions 
which had been subjected to such a drastic change. The 
flight of capital which had been in progress during the 
previous sixteen months was immediately checked and 
money at once commenced to return to the country. 
Where there had been an alarming financial stringency, 
the country was embarrassed by cheap money which 
could not be profitably utilized. 

Bankers’ deposits with the Reserve Bank accumu- 
lated and in March of this year reached a record figure 
of £19,765,443. This surplus of funds necessitated a 
reduction in interest rates on fixed deposits to 4 per 
cent. for fixtures of six to nine months, and 2 per cent. 
for yearly fixtures. 

South Africa is still feeling the effects of the world 
depression and the commercial banks are finding it 
difficult to employ their funds profitably. 

The present economic position of South Africa was 
recently succinctly described by the chairman at the 
general meeting of the Standard Bank of South Africa, 
Ltd. He gave it as his opinion that with a balanced 
budget and a National Government free from political 
partisanship and race prejudice, South Africa was in 
a favourable position to participate in the general trade 
revival that would result when practical measures were 
devised for the restoration of international exchanges 
and for a sustained improvement in the price levels of 
commodities. 
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The Centenary of the National 
Provincial Bank 


By R. H. Mottram 


HE “ National Provincial ”’ as it is familiarly known 

to banking and related circles, is celebrating its 

centenary. Those who take our financial institu- 

tions for granted will merely feel an added comfort in 

the thought that a Bank with a history of a hundred 

years behind, must surely have a hundred years before 

it, and that, unlike other matters mentioned by Lawrence 

Sterne, banking is one of the things they do not do 

better in France, or in the United States for the matter 
of that. 

More thoughtful and better instructed people however 
will experience deeper and more complicated emotions. 
One will be caused by the reflection that if the National 
Provincial is a hundred, what must be the age of some of 
the old private banks? And that leads us very aptly 
to the realization of the part which the National Pro- 
vincial has played in the long and flexible tradition of 
English banking. It is paradoxical but true that the 
National Provincial was founded as a protest against, 
and a refuge from, the private bank, which proved, in its 
state of unlimited liability and frequent unwise manage- 
ment, so vulnerable a means of supplying the public with 
the currency necessary to its somewhat frantic business 
ventures of that other post-war era—the decade suc- 
ceeding the great Napoleonic Wars. Its founders would 
be astonished if they could have foreseen its history during 
the last fifteen years. The very idea with which they 
set out was exemplified in its title, The National Provincial 
Bank of England. That is to say, it was to do for the 
provinces of this country what the Bank of England had 
already done for its government and capital. The step, 
contemplated since 1830, was actually taken by the 
opening of the first branch at Gloucester on January 1, 
1834. It was deliberately founded, it did not grow up 
out of some goldsmith’s effort to oblige his customers, or 
from the fears of London merchants as to the possible 
fate of their reserves of coin lodged in the Tower. An 
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Act had been passed in 1826 to permit of the application 
of joint stock principles to banking, though even under 
later enactments any such company so operating within 
65 miles of London had to forfeit the then valued privilege 
of issuing its own notes. Queer reading for these days 
perhaps, but we must remember that a century ago, a 
private note issue was not merely a very profitable way 
of re-circulating deposits; it was implicitly demanded 
by the stringencies of a time which, even more gold 
besotted than the present, was struggling to finance an 
entirely new speculative vision opened up by a sudden 
and apparently permanent Peace, and the growing 
demands of industrialism, upon the basis of a circulation 
that was scanty and ineptly handled. This accounts 
for the fact that, although the National Provincial had 
a London office at ‘13, Austin Friars”’ in 1838, and 
moved to “112, Bishopsgate Within,’ this was merely 
for control and clearing purposes. It was not until 
January 10, 1866, that the Bank opened its doors in 
competition with existing London bankers at “ Bishops- 
gate, Corner of Threadneedle Street”? and at “14, 
Waterloo Place, Pall Mall,” the business of which was 
transferred to 212, Piccadilly, a few years later. In the 
same year branches were opened at 28, Baker Street and 
at 173, Upper Street, Islington, and in 1876 at Lincoln’s 
Inn. 

The growth of the Bank in the provinces was at first 
no more rapid. In 1835 it absorbed the North Devon 
3anking Company, and in 1836 a small Stockton business. 
In 1843 it took over a Bank at Sherborne, and Ley & Co., 
of Bideford, and the Isle of Wight Joint Stock Bank. In 
1871, the business of Morris David & Sons, of Caermarthen, 
was acquired and that of Moore’s Bank, Stone, in 1858. 
In 1878 it took over the Bank of Leeds and in 1899 the 
County of Stafford Bank. Its real growth was by the 
opening of branches in selected places, and it took little 
part in the rapidly growing amalgamation habit, that 
had already taken hold of English banking in the pre-war 
years of the twentieth century. By 1918, however, it 
was no longer possible to stand aside, and as from 
January I, it was amalgamated with the group known as 
the Union of London and Smith’s. The first part of this 
title designated a London Bank of nearly the same age 
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as the National Provincial with an important office at 
the corner of Prince’s Street, confronting the western 
wall of the Bank of England; while the latter refers to the 
old Nottingham Bank, which had long had a family 
connection with one of the older Lombard Street Banks. 

This group had already absorbed the very old Prescott’s 
Bank with its Cornhill, Bristol and Bath connection, and 
some further South of England businesses. 

Thus, by a curious reversal of its original purpose, the 
National Provincial to-day can claim a connection with 
old Private Banking firms whose dates are almost 
legendary. 

Moreover, once it had entered upon this course, it 
could no more call a halt than its competitors, who had 
preceded it. During and after the War it took over the 
Bradford District Bank, Sheffield Banking Co., Northamp- 
tonshire Union, and even the Guernsey Banking Co., 
Messrs. Shilson Coode & Company of St. Austell, Messrs. 
Richards & Company of Llangollen, Messrs. Dingley & 
Company of Launceston, and Messrs. Dingley, Pearse & 
Company of Okehampton. More spectacular still was 
the affiliation of Coutts and Co. who had already absorbed 
the ancient and renowned Robarts Lubbock connection, 
and Grindlay & Co., the India Agents, whose names, 
however, survive as separate entities. 

Thus, from its modest beginnings in Gloucester, the 
National Provincial has survived to be one of the Big Five. 
Both Paid-up Capital (plus Reserve and Balance of 
Profit and Loss) and also the number of offices trebled 
between 1870 and 1914. The total of Deposits increased 
four times over. Between 1914 and the present day, 
both proportions have quadrupled. The Bank has also 
an interest in Lloyds and National Provincial Foreign 
Bank with its fifteen French Branches, and its Swiss and 
Belgian Branches. Recently the main part of the Head 
Office in Bishopsgate has been rebuilt behind the familiar 
facade, while the old Union office at the other end of 
Threadneedle Street has been even more obviously 
rebuilt. Such is the culmination of a hundred years of 
progress. 
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The Canadian Banking Commision 
By a Correspondent 


HE Royal Commission headed by Lord Macmillan 

has, by a majority, recommended a Central Bank 

for Canada, to be capitalized by private subscrip- 

tion at $5,000,000 and with the sole right of note issue 

now vested in the chartered banks, though the Report 

carries the qualified dissent of both Canadian Banker 
Commissioners. 

In one hundred pages of pellucid English the Report 
worthily upholds in this oversea Dominion the traditions 
of judicial tone, balanced opinion, cogent statement, and 
happy compromise which have so long characterized 
reports of similarly constituted bodies to both Houses at 
Westminster. The Macmillan Report, allowing for less 
ample scope and more modest influence, may well in 
point of clarity and oneness of Imperial aim be placed 
in that small list of documents led by Lord Durham’s 
Report of 1839, wherein he ‘“‘ adumbrated”’ (to use a 
term dear to the late Lord Rosebery) what has since 
become known as the Dominion form of self-government 
within the larger unity of the Empire. 

If a slight criticism may be permitted it is that the 
arguments for a central bank were founded almost wholly 
on considerations of general policy external to Canada, 
which, while admirably expressing the broad principles 
of such a financial institution, do not carry that quick 
conviction to the minds of Canadians which reasons 
drawn from the immediate life and pulse of Canada might 
have done. That it is a good thing for an aspiring nation 
to possess a bank whereby its volume of internal credit 
and its monetary stability outside can be regulated may 
be incontestable. That such a course was urged at the 
World Economic Conference in London and was even 
acquiesced in by the Canadian delegates is clear and 
uncontested. But where the first function is already 
being exercised with fair satisfaction and where the 
heavy debtor position of Canada now, and for some years 
to come, makes the second consideration one of academic 
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importance, will the recommendations of a majority have 
enough weight with a Parliament always a little narrow 
in outlook to carry just now? 

The fact has already been plainly stated in THE 
BANKER that the Royal Commission was appointed for 
an unmistakable political reason and with the immediacy 
of a party move. “ There’s the rub,” for political concept 
and practice in Canada in this twentieth century are just 
what they were in England in Walpole’s time, perhaps 
made more Walpolian by more than a dash of American 
congressional influence. 

The dissent by the two Commissioners most cognizant 
of Dominion conditions is explained by their expression : 
“It is difficult to conceive that such a bank would be 
free from political influence”’; and by that of one: 
“The necessity of gaining the full approval ofthe 
provinces [i.e. the nine fully-fledged Parliaments that 
often assume independence of the central Dominion 
Government] before the venture is undertaken.’”’ The 
“black hand” of party “politics” is fatalistically 
accepted in Canada in all public affairs, and it is necessary 
to restate the fact if the Macmillan Report and its 
reception are to be understood. As the days go on the 
Canadian Press has shown a tendency to stress the political 
aspects and party expediencies. All the points will, 
indubitably, take a place in the subsequent treatment 
of the Report when it comes before Parliament, presump- 
tively about February. 

Its first and by far most important recommendation, 
by majority, is for the prompt establishment of a central 
bank. The second, more radical and unanimous than 
had been anticipated, is for the equally prompt establish- 
ment of some new organization to extend to farmers 
both short-term and intermediate credit for agricultural 
purposes, its specific form to be the subject of further 
inquiry by Dominion and provincial authorities. The 
form of the proposed bank is outlined and there are a 
few recommendations of minor import for the improve- 
ment of present bank methods, though the Report in 
more than one paragraph pays high tribute to the general 
excellence of the Canadian banking system. 

The definitions of what a central bank should do are 
clearly set forth; doubtless they are familiar matters to 
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readers of THE BANKER after the numberless discussions 
in Europe in the past few months. They are touched on 
in turn: the regulation of credit and currency at home; 
control and defence of the external value of the monetary 
unit; timely co-operation with similar banks in other 
countries ; mitigation of fluctuations in the general level 
of economic activities; and the placing of a ready source 
of skill and financial advice at the disposal of the Govern- 
ment. Possibly to allay some of the cruder hopes enter- 
tained, more especially in the Western Provinces where 
gambling in agriculture has left the whole industry, not 
prostrate, but a little short of moral courage, the Report 
says :— 

It is easily possible to expect either too much or 
too little of central bank action. A central bank 
is at the same time an instrument and a force. 
As an instrument it is the means by which the 
State—which must necessarily retain ultimate 
sovereignty in matters affecting the currency—can 
give effect to the national policy. As a force the 
central bank has certain powers in its keeping 
which can be used to achieve the ends of national 
policy. Clearly these powers are of differing 
efficacy according to the aim of the policy. 

It is manifest that the regulation of the volume 
of credit is an important factor in influencing the 
level of economic activity and therefore of prices, 
and this is one of the cardinal tasks of a central 
bank. 

The regulation of the quantity of credit is 
effected by the action of the central bank on the 
reserves of the commercial banks. ... But a 
central bank is not a competitor with the commer- 
cial banks. Its function is regulatory and indirect. 

In the control over the external value of the 
monetary unit the action of the central bank is 
also of major importance. This function, indeed, 
is a logical outcome of that of credit regulation. 
Whatever additional influences may affect the 
level of the exchanges . . . the long-time factor of 
decisive influence is the credit structure of the 
country, and no modern State can afford to dispense 
with the most effective controlling instruments. 
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As to the services of a central bank in the international 
sphere the Report says :— 

The need for international monetary co-opera- 
tion is urgent and constant. It has found expression 
not only in several international conferences, but 
in a more permanent way in the development of 
the Bank of International Settlements. This body, 
essentially a bank for central banks, is a tangible 
testimony to the need which has been felt for a 
regular and continuous interchange of views between 
the responsible authorities of the various national 
central banks. 

On the point of Imperial co-operation the Commis- 
sioners mention what has been or is being done in South 
Africa, Australia, New Zealand, and India, adding that 
over the greater part of the Commonwealth of British 
nations there are, or may shortly be, in existence central 
financial institutions designed not only to perform 
important services in the national economy, but also 
eminently suited to be the instruments of Imperial 
monetary co-operation— 

In order that it may regulate credit and currency, 
it is essential that the central bank should hold a 
suitable proportion of the cash reserves of the com- 
mercial banks. It is essential for the full and proper 
working of the central bank that it should have the 
sole right of issue of legal tender notes ; it is essential 
that the central bank, as the financial adviser of the 
Government, should in due course hold the various 
Government accounts and carry out on behalf of 
the Government all major financial transactions. 

Anticipating the claim that all the functions could be 
adequately performed by some direct organ of the Govern- 
ment the Report (of the chairman, Sir Charles Addis, and 
Hon. Mr. Brownlee, it should be recalled) continues :— 

It has in practice been found that a central 
bank can give most effective service to the com- 
munity if it is free from the fear of interference for 
political ends in operating the delicate mechanism 
of the national monetary and financial machine. 
Certain statutory limitations have almost invariably 
been adopted in order to emphasize the national 
character of the bank. Thus, apart from the 








30 THE BANKER 


detailed provisions of the legislative act constituting 
the central bank, we may refer to the customary 
provision that the profits of the note issue should 
accrue, either directly or indirectly, to the State; 
that in most modern instances a limit is set to the 
profits which may be distributed to the share- 
holders; and lastly, that the State should have a 
final voice in the appointment of the governor and 
deputy governor and sometimes of certain of the 
directors. Within this legislative framework it has 
been found that there are pre-eminent advantages 
to the State in entrusting the special and highly- 
technical functions of a central bank to a body not 
subject to the vicissitudes of political life. 

In the sketch of such a bank for Canada the Report 
suggests that it be permitted to establish branches; be 
administered by a board with governor, deputy governor 
and six or eight directors; have the sole right of note 
issue, present rights of chartered banks to be relinquished 
gradually ; hold the national gold reserves ; pay a dividend 
rate limited to 5 per cent.; transmit surplus profits to 
the Government; be the sole agency for Dominion 
Government banking, with management of the public 
debt; re-discount approved bankers’ bills; and that a 
minimum deposit of, say, 5 per cent. of their Canadian 
liabilities be maintained by the chartered banks with the 
central bank. There are also a number of minor provisions 
and safeguards. 

The majority of the Commissioners “‘ had no hesitation 
in concluding ’”’ that, as between an administrative board 
which had been recommended by the Canadian Bankers’ 
Association as the first step and a central bank, “ the 
latter alternative is clearly preferable.’”’ The proposal 
was designated as “so essentially similar to that of a 
central bank as to make it natural to inquire why a 
central bank should not from the outset have been 
established.”’ 

So far from the time being inopportune, the majority 
“are of the opinion that there are cogent reasons for its 
early establishment,” though the Commissioners admit 
that, in the absence of a developed money market, control 
over the financial system in Canada could not be as 
sensitive as that, for instance, by the Bank of England. 
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The Finance Act, which at present enables Canadian 
banks to secure Government credit by what is virtually a 
system of rediscounting, does not, according to the 
majority, supply adequate central banking facilities. 
The powers of this Act, they mention, are entrusted to a 
Treasury Board, “ which is in effect a committee of the 
Cabinet, and they are thus directly in political hands ”— 
a feature of present Canadian banking which has already 
been mentioned with some concern in this journal. 

Both dissenting members, Sir Thomas White and 
Mr. Beaudry Leman, believe that the time is not oppor- 
tune for such a change in Canada because of internal 
economic conditions and because of world-wide monetary 
uncertainties. Sir Thomas further feels that there may 
be “an impediment to the Government in this trying 
period when direct, unfettered Governmental action is 
manifestly required.”” Both agree, however, that there 
may be Imperial reasons for urgency in the creation of a 
central bank of which the Commissioners have no know- 
ledge. Mr. Brownlee dissents from the suggestion that 
the bank, if set up, should be capitalized by private 
subscription, fearing manipulation through ownership. 

The recommendations about enlarged agricultural 
credit need not be detailed in this place as they are purely 
of Canadian, if not quite regional, concern. 

One feature fundamental to the Canadian banking 
system and perhaps its prime contribution to the quantum 
of banking science—the decennial revision of banking 
practice and legislation—does not appear to have been 
taken up with as much adequacy as some bankers think 
it might have been in the Report. Will such a command- 
ing legislative instrument of regulatory control be 
utilized, can it be utilized, for a Canadian central bank ? 

These and many other issues have been sternly put 
before Dominion politicians by the Macmillan Report. 
Whatever the outcome of their deliberations may be 
prior to the ten-yearly revision of the Bank Act due 
next July, it is hardly likely that they can have cause to 
complain of the clear-cut precision or comprehensive 
scope of the Royal Commission’s record. With the reser- 
vations as to the greater potency of local argument, one 
can have nothing but praise for a Report almost Macaulay- 
like in its marshalled clarity and incision of phrase. 
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The Amalgamation Movement 
in Japanese Banking 
By R. S. Sayers 


Sie: changes which have been taking place in the 
structure of commercial banking in the twentieth 
century in Japan, as in other countries, have, in 

the last six years, been extremely rapid, so rapid, indeed, 
that the Government is now said to be contemplating 
some change in its attitude to the amalgamation move- 
ment. Until very recently the Japanese Government 
has consistently encouraged amalgamations, with a view 
to strengthening the system of commercial banks. The 
circumstances which appear to be provoking a reversal 
of this well-established policy are worth some investiga- 
tion. 

In 1go1 there were no less than 2,355 separate banking 
concerns in the country. In the two decades which 
followed the number was slowly reduced, partly by 
amalgamation and partly by failures of some of the 
smaller banks. The process of amalgamation, though 
favourably eyed by the authorities, was slow. The main 
reason for this was probably the desire of the larger banks 
to be “ liquid,’’ while the small local banks inevitably 
tied up a large proportion of their funds in long-term 
loans to agriculture. Every few years, however, brought 
a financial crisis which gave a twofold impetus to the 
concentration of banking funds. Firstly, many of the 
smallest banks proved unable to weather the storm; and 
secondly, depositors would transfer their funds from the 
weaker banks to the well-established great banks. To 
this Japanese feature of more rapid concentration of 
banking credit after every crisis there have, of course, 
been many parallels elsewhere. In this somewhat piece- 
meal fashion the number of banks was reduced to about 
I,700 in 1925—a reduction of nearly 30 per cent. in 
twenty-four years. 

Such was the position after the earthquake crisis of 
1923. After that colossal disturbance of Japan’s economic 
life, every effort was directed to the reconstruction of the 
devastated areas. In order to facilitate that process of 
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reconstruction, the Japanese Government gave certain 
support to the banks which enabled them to lend more 
freely than would otherwise have been possible. The 
sequel came in the spring of 1927, when the Government 
proposed to clear up the position, by compensating the 
Bank of Japan for the losses which it had incurred in 
discounting the “‘ Earthquake Bills’’ and by making 
similar provision for some of the ordinary banks. In the 
discussions provoked by these proposals much light was 
thrown on the frozen state into which the banking 
system had been plunged by the reconstruction policy, 
and public alarm was thoroughly aroused. There was a 
severe banking crisis, even some of the first-class banks 
suffering runs. The Government proclaimed a three 
weeks’ moratorium and eventually no less than thirty- 
seven banks defaulted. This crisis brought to a head the 
feeling which had long existed that there were far too 
many small institutions, and the new Government not 
only forced an important merger on a number of the 
suspended banks, but also passed a new Banking Law 
which was designed to accelerate the process of amalgama- 
tion. 

The main provisions of this 1927 law (which came 
into force at the beginning of 1928) are these :— 

1. A bank must be a joint-stock company with a 
minimum capital of 1 million yen (or 2 million if the 
bank proposed to operate in Tokyo or Osaka). 

2. No bank is allowed to undertake any enterprise 
irrelevant to banking business, except in special cases. 

3. The banks’ auditors are obliged to report twice 
yearly to the Government on the result of their audits. 

4. Competent Government officials (belonging to an 
ad hoc section of the Finance Department) are authorised 
to participate in liquidations or audits and to examine 
with the bank’s auditors the books of any bank. 

5. The legal process of amalgamation is appreciably 
simplified. 

Of the above provisions, the first and second strike 
directly at the smallest banks. The third and fourth, by 
making it more difficult for banks to continue an indepen- 
dent existence in a weak or unsound condition, encourages 
them to sell their businesses while it is still possible, while 
at the same time the enforcement of sound accounting 
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itself facilitates the actual process of amalgamation. 
The relevance of the fifth provision needs no explanation. 
The law proved a highly successful instrument for 
achieving the ends desired—indeed, some Japanese 
would now say that it has been too successful. By the 
beginning of 1930 the number of banking institutions had 
been reduced to 1,000 (881 of which were ordinary trading 
banks), and at the end of last year the number had been 
further reduced to 538 ordinary banks. Although these 
numbers still look very large to English eyes, a reduction 
of 60 per cent. in half a decade is a tremendous change. 
It must also be remembered that although there are still 
hundreds of banks scattered over the country, one of the 
results of the concentration movement has been to place 
practically all the business in the hands of about twenty 
large banks, most of which operate from the four great 
trading cities. Of these twenty, the most important in 
1931 were the Mitsubishi, Mitsui, Yasuda, Kawasaki- 
Daihajaku, and 1st Banks (all Tokyo) and the Sumitomo, 
Yamaguchi and 34th Banks (all Osaka), which eight 
banks then held rather more than two-thirds of the 
country’s banking funds. 

This concentration (which is still proceeding) has 
recently provoked much discussion and it is interesting 
to find in Japan precisely those complaints against the 
new great banks which were heard in this country when 
the amalgamations at the end of the war period were 
being completed. The volume of Japanese banking 
deposits is coming more and more under the control of a 
few big banks, and it is said that those banks grant larger 
loans to big firms and neglect the small traders. Likewise 
there is the complaint that provincial money is drained 
away for use in the money markets of the financial 
centres. In view of these disadvantages, real or supposed, 
the Government is contemplating a reversal of its tradi- 
tional policy of encouraging amalgamations. There is a 
desire to protect the banking system in the provinces 
from the ambitions of the great city banks, and to protect 
those small business men who complain that they are 
being deprived of the credit facilities to which they have 
been accustomed. 

To achieve these ends a division of the banking 
system into a metropolitan system and a provincial 
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system is projected. Further amalgamations of town 
banks with country banks will not be countenanced, and 
the big town banks may be urged to close their branches 
in the country districts. So far no legislative action has 
been taken; but it is apparent from the most recent 
events that the changed attitude is already having some 
effect. For two of the biggest metropolitan banks 
(Mitsui and Mitsubishi) have already reduced their 
branches in the smaller towns ; while the latest amalgama- 
tion project is one which is confined to three of the large 
Osaka banks (the 34th, Yamaguchi and Konoike) which 
are proposing to merge themselves, thus forming the 
largest trading bank in the country. 

The economic effects of such a division of the banking 
system are difficult to forecast. The tendency of the 
last thirty years has been for a large number of partially 
independent markets in banking credit to be fused into 
one great market, dominated by a “ Big Five.’ The 
tendency may be alternatively described as one of 
increasing perfection in a hitherto very imperfect market. 
It is now suggested that this unifying tendency should be 
replaced by a movement towards two separate markets 
in banking funds—one metropolitan, the other provincial. 
It is quite possible that such a change may have impor- 
tant effects on the relative rates of interest prevailing 
in the great cities on the one hand and in the country 
districts on the other. Whether those effects would be 
in favour of or against provincial business depends on a 
number of factors, such as the relative degrees of thrift 
in town and country—factors which cannot easily be 
estimated. 

But it would perhaps be unwise to assume that the 
mere independence of provincial and metropolitan banks 
will necessarily achieve its aim of dividing the market 
for the supposed protection of the small man. For in the 
United States there is an analogous system of independent 
town and country banks, with the disadvantages as well 
as the advantages of petty local banks. But the mere 
prevention of fusion has not in that country prevented 
the centralizing feature of the influx of country funds 
into the great cities. For one of the most important 
features of contemporary American banking is, as we 
were reminded in the banking crisis of 1933, the custom 
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of the great New York banks to hold balances for “‘ out- 
of-town banks.’’ Any such development in Japan would 
thwart the intentions of the projected new policy, and it 
would be difficult to justify a policy which had the effect 
of producing an imitation of the American system. 

The complaints against the rise of the great city 
banks which have prompted this recent change in the 
attitude of the Japanese Government are not, of course, 
peculiar to Japan. Indeed, similar complaints are so 
common in a world of banking integration that almost 
every country has some interest in the events which 
have prompted this article. 


Matters of Law 


(By our Legal Correspondent) 


OT infrequently bankers have at their command 
N only inadequate summaries of legal decisions, and 

as a consequence are put to unnecessary trouble. 
A case in point illustrates this, where a branch manager 
quite needlessly questioned a transaction due to a mis- 
apprehension of the effect of a recent decision. The 
summarized statement of the case in question read: 
‘“ By the case of Perrott & Perrott, Lid. v. Stephenson, 
Mr. Justice Bennett in October laid it down that, where 
there are three governing directors of a company, all 
must act together and they cannot act by a majority.” 
This is an egregious mis-statement of the case in question, 
which is reported in Weekly Notes, November 1933, 252. 
It decided no such thing. The point in issue had no 
relation whatever to the general business operations 
and ordinary working of the company. These were—as 
in every case—decided by the provisions in the Articles 
and the bank’s reliance on any necessary resolutions 
as to the mode of procedure to be adopted. In the case 
alluded to, the articles dealing with ordinary directorial 
government of the transaction of business were, in fact, 
contrasted sharply with a particular article which provided 
for governing directors appointing any additional 
directors. When that special power was to be exercised, 
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it was not permissible for the governing directors to act 
by a majority, but all had to concur in such appointment. 
The decision was limited to that. It was all a question 
of construction of the articles, and the case has no 
bearing whatsoever upon the practice of bankers or 
anyone else in_ their dealings with companies in the 
ordinary way of business. 

Recently there have been some criticisms (especially 
in the North Country) directed at the “‘ members volun- 
tary winding-up’”’ introduced by the Companies Act, 
1929. It is not an unimportant matter for bankers to 
consider and watch. The Act intended to give creditors 
a fuller control in the voluntary winding-up of insolvent 
companies. We should assume that insolvency still 
remains the cause of most liquidations. A voluntary 
liquidation for purposes of amalgamation or reconstruc- 
tion, or for carrying out some scheme as_ between 
“holding’’ and “subsidiary’’ companies where the 
company to be wound up is solvent, does not seem so 
closely to affect creditors. Frequently (although not 
always) that, of course, is so. Under the older legislation, 
section 188 of the Act of 1908 made the calling of 
meeting of creditors compulsory in every winding-up. 
This has gone. In its place there is this distinction 
between ‘“‘ members” and “ creditors’’ voluntary 
winding-up. Every voluntary winding-up is prima facie 
a “creditors” winding-up, and, if it be such, then the 
creditors’ control is more effective and real than it was 
in the 1908 Act. So much to the good! But the new 
Act of 1929, in giving the “insolvent ’’ company so 
largely into the hands of its creditors, aimed to preserve 
the “solvent ’’ company from any creditors’ control in 
its voluntary winding-up, leaving the liquidators to be 
appointed by the company itself, and no meeting of 
creditors is called in such a case as contrasted with the 
compulsory meeting under the old section 188 of the 
1908 Act. Whether this was altogether satisfactory 
may be doubted. But, of course, the real difficulty is, 
what is the test of whether a company about to be 
wound up is solvent or insolvent? The decision of this 
all-important question is left to the directors, and we 
would remind our readers of this important provision 
of the Act—section 230. Where a company is to be 
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voluntarily wound up, “the directors of the company, 
or, in the case of a company having more than two 
directors, the majority of the directors, may, at a 
meeting of the directors held before the date on which 
the notices of the meeting at which the resolution for the 
winding-up is to be proposed are sent out, make a 
statutory declaration to the effect that they have made 
a full inquiry into the affairs of the company, and that, 
having so done, they have formed the opinion that the 
company will be able to pay its debts in full within a 
period not exceeding twelve months from the com- 
mencement of the winding up.’ This declaration has 
to be filed and registered with the Registrar of Companies, 
But on that being done it <zpso facto becomes 
‘““a members’ voluntary winding up’; where such 
declaration is not made it is “‘a creditors’ winding-up.” 
In the case of a really solvent company going into 
liquidation for “ group ’”’ purposes, or for reconstruction 
or some other reason not involving any inability to pay 
its debts, this declaration can readily be made. But is if 
not sometimes made in cases where the company is in effect 
insolvent ? That is the question raised by the complaints 
that have been quite recently voiced, even in the press. 
It is a tempting position. The creditors can be shut 
out of any real participation in the voluntary winding-up, 
and no meeting of creditors need be called at all if this 
statutory declaration be made by the directors of the 
company. It would be interesting to know how many 
of these declarations have been made in total, and of 
these how many have been made with excess of faith 
in the company’s solvency. Voluntary liquidation is, 
of course, no bar to a creditor securing by petition a 
compulsory liquidation. That, however, is not the point. 
There are obvious risks as to costs in that direction. 
The real point of criticism we are now noticing lies in 
the fact that directors are in a position to decide the 
question as to whether a meeting of creditors shall be 
called at all, and whether the liquidation shall remain 
entirely and exclusively in the hands of liquidators 
appointed by the company. We should be glad 
if any of our readers can let us have a note of 
any irregularity in the working of the Act in the 
respect indicated which may have come under their 
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notice. It is difficult to obtain reliable details on the 
question, but the fact that the criticism has been 
raised seems to point to the need for watching the 
position. It is interesting to recall that, when the new 
Company Act was under consideration a few years ago, 
THE BANKER called particular attention to this feature 
of the Act as being open to abuse by over optimistic 
directors. 

The new Local Government Act, 1933, to which we 
referred in our last issue, has duly passed through all 
its stages and has received the Royal Assent. It comes 
into operation, according to the original intention, on 
January Ist, 1934. Apart from the matters already 
alluded to, the sections of the Act—Part IX—dealing 
with powers of borrowing by local authorities will 
probably be of most practical interest to bankers. 
A real endeavour has been made to give general applica- 
tion to the latest forms of power to be found in the 
modern local Acts applicable to particular authorities. 
The result is to supply a fairly uniform code. The 
distinct classes of powers—for capital outlay and for 
temporary purposes—are, of course, distinguished. As to 
the former, the purposes of borrowing are not altered. 
As to securities, there is no compulsion to give or take 
a mortgage (save, of course, in the case of a parish 
council), but the Act allows any authority to give the 
usual securities—i.e. mortgage, or issue of stock with 
the consent of the Minister. As we pointed out last 
month, the original draft of the Bill gave to a mortgage 
a special position by enacting that “‘a person (which 
includes a banker or banking corporation) lending money 
to a local authority on mortgage shall not be bound to 
inquire whether the borrowing of the money is or was 
legal or regular, or whether the money raised was 
properly applied, and shall not be prejudiced by any 
illegality or irregularity in the matters aforesaid or by 
the misapplication or non-application of any such 
money.” That put a lender secured by a mortgage in 
a better position than other lenders. Since we wrote 
the draft has been amended in this section. It is now 
enlarged in its ambit to cover all lenders by omitting 
the words “ on mortgage.”’ This section of the new Act 





becomes, therefore, of considerable importance to all 
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lenders to local authorities, whether on mortgage or not. 
It is well to bear in mind, however, that this section is 
not in all circumstances a protection. A banker “ is not 
bound to inquire,” etc., but there is nothing in the 
section to protect him if from any source he actually 
has notice of some irregularity, illegality, or mis- 
application. Although not bound to inquire and not 
affected by anything of which he has not notice, a banker 
cannot shut his eyes to any information he may have 
which would put him in a position of reasonable suspicion 
of some illegality or irregularity. As in the special 
protective section of the new Solicitors’ Act, and as in 
other protective sections in other Acts, nothing relieves 
a banker of risk arising from actual knowledge or reason- 
able suspicion of something wrong. 

The Courts of Law in this country administer equity 
together with law, and one frequently meets cases where 
the doctrines of equity are called in to invalidate a 
transaction that on the strict principles of law appears 
to be in order. Such a case has, we are informed, been 
under consideration lately by the Court of Appeal, 
although not yet reported. The case involved considera- 
tions of interest to bankers in relation to taking securities 
from persons who are likely to be under undue influence 
of relatives and are not independently advised.  Inci- 
dentally, approval was given to a decision of an Irish 
Court as long ago as 1905—M’Mackin v. Hibernian 
Bank (1905), 1 Irish Reports, 296. That case caused 
Irish bankers to be on their guard and is now well 
approved and states the general position accurately. 
The facts were that the defendants’ manager had taken 
a joint and several promissory note from a mother and 
daughter to secure the mother’s personal debt at a time 
when the daughter, having just come of age, was entitled 
to property. The bank manager (on whom there could 
be and was not any personal reflection) said he had 
explained the meaning of the transaction to the daughter. 
But she was not separately and independently advised. 
The bank knew from previous history the position of 
the mother was financially hopeless. All the arrange- 
ments were made by the bank and the mother and the 
note prepared, but there could be no doubt, on the 
facts of the case, that the daughter might have been 
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influenced by her mother, and that with proper inde- 
pendent advice she might have been protected. As it 
was, the bank recovered judgment against the daughter, 
which was set aside. It is well worth while to set out 
the plain and cogent reason for this decision in the clear 
words of the distinguished Irish judge: “It is quite 
true that young persons (male or female), upon coming 
of age, obtain capacity to contract in regard to their 
property, and that they may render themselves liable. 
But it is not correct to suppose that, as soon as the 
clock has struck the hour of technical legal emancipation, 
the young person is discharged from all protection of 
the law. The law (i.e. equity) recognizes that a young 
person, living with or under the influence of a parent 
or other relative, is likely to remain for some time under 
parental dominion, and is at an impressionable age, 
when gratitude, affection, and respect are fresh and 
strong, while knowledge and experience of the stress 
and struggle and varied obligations of human life have 
yet to be acquired. The law protects young persons 
under such circumstances and at such an age, not by 
curtailing their capacity to deal with others, but by 
binding the consciences of those who deal with them. 
A young person may pay or give security for a parent’s 
or guardian’s debt; and such a transaction will not be 
set aside if it can be shown to be a spontaneous act, 
carried out after real emancipation from control and 
influence, and with full knowledge of all material circum- 
stances. . . . When the child is living with or under 
the control of parent or guardian, undue influence is 
presumed—and the burden of proof is thrown on the 
person who has obtained the gift or security through the 
parent’s influence to displace that presumption, e.g. by 
showing that the young person acted under independent 
professional advice. Such independent advice must be 
a reality, not a sham; it must be a shield for the young 
person, not a mere cloak to cover up the transaction.”’ 
The same principle is put by the famous Lord Romilly 
in an earlier case: ‘‘ It is important that creditors 
should understand that they cannot improve their 
security, taken from persons to whom they have given 
credit, by inducing them at the last moment to compel 
near relatives or persons under their influence and not 
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in a situation to resist their importunity to pay their 
debts.” 


Appointments and Retirements 


Chartered Bank of India, Australia and China. 
Tox Directors of the Chartered Bank of India, 


Australia and China announce with regret the 

retirement, as from December 31st, of Mr. William 
Edward Preston from the position of Chief Manager 
which he has held for many years. He will continue to 
act as Chairman of the P. & O. Banking Corporation, 
Ltd. Mr. W. E. Preston began his banking career at 
Liverpool with the Liverpool Commercial Banking Com- 
pany in 1882. He entered the service of the Chartered 
Bank of India, Australia and China in 1887, and first went 
East three years later. He served abroad mainly at the 
Calcutta Agency, where he was Agent for a period of five 
years from 1904. He was appointed Sub-Manager of the 
London Office in 1909, became a Manager in 1917, and 
has occupied the position of Chief Manager since May, 
1920. He was appointed a member of the Commission 
to enquire into Indian Currency and Finance in 1925. 
He is a very keen golfer and in his younger days was 
keen on athletics. 

Mr. James Laird Crockatt, one of the present Managers 
of the Bank, will take over the duties of Chief Manager 
from January Ist, 1934. He began his banking career at 
Dundee with the National Bank of Scotland in 18go, 
and joined the Chartered Bank of India, Australia and 
China five years later. He went East to the Singapore 
branch in 1898, and served also in Bangkok, Ipoh, Kobe, 
Medan, Saigon and Hong Kong. He was Manager of 
the latter branch for four years from 1919, after which 
he took the post of Sub-Manager at the London Office. 
He was appointed a Manager in 1932. Mr. J. L. Crockatt 
is also a keen golfer. 


Lloyds Bank. 


The Directors of Lloyds Bank Limited announce that 
the kt. Hon. Lord Luke of Pavenham, K.B.E., has been 
elected to a seat on the Board. Lord Luke is Chairman 
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of Bovril Limited, Bovril Australian Estates Limited, 
Argentine Estates of Bovril Limited, Estates Control 
Limited and the Santa Fé Land Company Limited. He is 
also a Director of several other companies. 


Martins Bank. 


The Directors of Martins Bank announce that 
Sir William Clare Lees, O.B.E., has been appointed to 
a seat on the Manchester Board of the Bank. Sir William 
was born in 1874, and educated at Leys School, Cambridge. 
He is Managing Director of the Bleachers’ Association 
Limited, Director of Lloyds Packing Warehouses Limited 
and of the Phoenix Assurance Company (Manchester 
Board) ; he is also President of the Association of British 
Chambers of Commerce, Vice-President of the Court of 
Arbitration of the International Chamber of Commerce, 
and of the Federation of British Industries, and a 
Governor of Manchester University. He has for a long 
time taken a leading part in the affairs of the Lancashire 
cotton industry, and only a short time ago acted as 
Chairman of the Cotton Delegation to India. 


Obituary 
Mr. Richard Beatty Mellon 


We regret to learn of the death of Mr. Richard 
Beatty Mellon, who died at his home in Pittsburg on 
December 1st. Mr. Mellon was president of the Mellon 
National Bank and a director of the Guaranty Trust 
Company of New York, and also of the Federal Reserve 
Bank of Cleveland. 


Mr. Charles E. Hammond 


Mr. Charles Edward Hammond died at Newmarket 
on December gth, at the age of seventy-seven. He was 
a member of the local board of Barclays Bank. 
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American Banking 
By a Correspondent 


HE more important developments affecting the 
banking situation in the United States during 


November and the early part of December were 
chiefly psychological in character, and centred around 
the uncertainty of the Government’s monetary policy. 
During the first two weeks of November the rapid daily 
advance of the Reconstruction Finance Corporation’s 
buying price for newly-mined gold precipitated a heavy 
flight of capital reflected in a fall of the foreign exchange 
value of the dollar to nearly 42 per cent. discount 
against gold on November 16. Fears of the currency 
outlook were quickly communicated to the market for 
United States Government’s and other high-grade bonds. 
Government issues sustained the most severe reaction 
since the bank holiday of last March. Eight active 
issues, including the recent conversion issue, fell below 
par, the discounts ranging up to 6 per cent., and the 
yield on five-year Treasury notes advanced from about 
23 per cent. in the early part of October to above 3 per 
cent. near the end of November. The nervousness of 
the money market was reflected in an advance of bankers’ 
acceptance rates from } per cent. to 3 per cent. Common 
stocks advanced, but by no means in proportion to the 
fall of the dollar. 

At this juncture the pent-up anxiety and resentment 
of the conservative financial element flared out in 
a series of sharp protests against the Government’s 
monetary policy. The most important of these protests 
was, of course, the resignation from the Treasury of 
Professor O. M. W. Sprague, announced on November 21. 
Professor Sprague’s warning to the President, that the 
present course of dollar depreciation was threatening 
a breakdown of the Federal credit and, unless abandoned, 
would lead to printing-press inflation, provided the 
“overt act ’’ necessary to bring the revolt over monetary 
policies into the open. It was followed almost at once 
by similar declarations on the part of prominent men 
and organizations in public life. Chambers of Commerce 
all over the country, including the New York Chamber 
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of Commerce and the National Chamber of Commerce, 
began to pass public resolutions condemning inflation 
and urging a return to the gold standard. Around the 
standards thus raised individual bankers, who had 
hitherto been afraid to speak their minds publicly, 
hastened to rally. Professors of Economics in the 
leading Universities drew up round robins expressing 
their violent dissent from the course advocated by the 
President’s little band of professorial advisers. Most 
significant of all, perhaps, Mr. Alfred E. Smith, former 
Democratic candidate for President, threw aside his 
“party regularity ’’ to assail what he characteristically 
referred to as the “ boloney dollar.” 

As far as could be judged from external signs, this 
criticism had little effect. Members of the President’s 
official family affected to take the criticism in a humorous 
vein, and the seasoned observers about the President 
and his aides declared that no change in the Government’s 
monetary policy was contemplated. Nevertheless, the 
protesters appeared to derive some comfort and assurance 
from the sound of their own protests. For reasons that 
appeared to be purely psychological, the opinion gained 
ground in the financial market that the President was 
turning ever so slightly to the “ Right.”” This sentiment 
was assisted by the fact that, during the latter part of 
November and the beginning of December, the advance 
in the R.F.C.’s daily gold price was pursued much more 
slowly. From November 14 to 18, inclusive, the gold 
price was kept unchanged at $33-56 an ounce. Again, 
after an intervening rise of 20 cents in two days, it was 
maintained unaltered at $33-76 from November 21 to 
November 27, inclusive, and again, in the first six days 
of December, an unvarying price of $34-0I was main- 
tained. The dollar, relieved of the bear pressure of the 
R.F.C., recovered under seasonal influences to a discount 
of less than 35 per cent., and Government bond prices 
rallied. 

There thus developed another of those ‘ sound 
money ”’ interludes in the progress of inflation such as 
appeared last summer just prior to the Treasury’s 
offering of long-term financing, and again early in 
October just prior to the Treasury’s abortive conversion 
offer. The similarity between the present subsidence of 








46 THE BANKER 





inflation fear and those two earlier periods was heightened 
by the fact that the December 15 financing, in which the 
Treasury has to meet the refunding of about $800,000,000 
of maturing obligations, was at hand. 

If the protest against the President’s monetary 
policy served to reassure those who gave voice to it 
and their associates in the markets, it was singularly 
without effect upon the public at large. At the height 
of the outcry a sound-money rally was staged in New 
York City at Carnegie Hall. Approximately fifteen 
hundred people attended. As a counter-move, the 
inflationists imported from Detroit a certain Father 
Coughlin, a demagogic Roman Catholic priest, who has 
gained a tremendous following by his onslaughts over 
the radio upon bankers in general and the symbolic 
J. P. Morgan in particular. Father Coughlin packed 
the Hippodrome with a crowd of five thousand and filled 
the street outside with additional thousands who were 
unable to gain admittance to hear him assail the critics 
of the President’s monetary policy and uphold the cause 
of dollar depreciation. If this was the popular reaction 
in New York, it may be surmised how little the sound- 
money protest influenced the balance of the country 
where the strength of the inflationist demand lies. 

Nevertheless, the old talk is again going the rounds 
among bankers that the President is secretly on the side 
of sound money, that he pursues the course he is 
pursuing to placate inflationist sentiment and to throw 
the inflationists in Congress off the scent. It is note- 
worthy, however, that among many of those who hold 
this point of view the concept of sound money has 
undergone a startling change. Most of them would be 
satisfied if the President should halt his official efforts 
to devalue the dollar at some place near the present 
level of depreciation, or even somewhat lower, and 
should revalue the currency on a modified form of the 
gold standard. This, in fact, is what some of the 
‘ inflationist ’’ Congressmen themselves have in mind. 
Although details seem to vary from day to day, the 
general scheme that the leading Congressional exponents 
of devaluation seem to have in mind is a de facto 
reduction of the value of the dollar to 50 per cent. of 
its former gold content. One party would be content 
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then to have the dollar officially revalued, provided that 
the $3,600,000,000 odd of profits on the Federal Reserve 
gold holdings were at once turned over to the Treasury 
for Congress to use as the basis for an additional issue 
of currency. At this point the theory becomes somewhat 
obscure. 

Some of its proponents would issue “ gold certificates ”’ 
to the exact amount of the revalued gold thus acquired, 
while others point out that the gold could be used as 
a 40 per cent. reserve against an issuance of $9,000,000,000 
of additional currency, and inquire very virtuously 
whether it would not be entirely orthodox and conserva- 
tive thus to issue currency “ backed by 40 per cent. of 
gold.”” The plain fact seems to be that, as before, no one 
is in a position to say exactly whither the current 
monetary experiment is going to lead. The President 
has stated his objective to be the raising of prices, and 
has indicated that with that paramount aim in view 
he is willing to try anything. Accordingly, the best clue 
to future policy continues to be the general level of 
commodity prices, and here, despite minor rises in the 
more speculative markets, the evidence of the past few 
weeks continues to be inconclusive. 

The reaction in business activity which had been 
under way since July showed definite signs of flattening 
out during November, and in spite of the agitation over 
the currency there were definite indications of a renewed 
spirit of optimism, helped along undoubtedly by the 
minor advances in stock prices and by the firmer tone 
in commodities. Although protests continued to be 
heard against certain features of the new industrial 
codes, it was evident that business as a whole was making 
progress in adjusting itself to the new conditions, and 
in a few isolated cases industries began to report actual 
benefits from the codes. 

As the end of the year approached the banks began 
to fall in line more rapidly with the administration’s 
programme for putting into effect on January I the 
Federal guarantee of bank deposits. Out of approxi- 
mately 10,000 banks in the country which are not 
members of the Federal Reserve System (8,000 operating 
on a non-restricted basis and 2,000 operating under 
various restrictions), more than 6,000 had applied for 
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membership in the Federal Deposit Insurance Corporation 
up to November 21. Since Federal Reserve member 
banks will automatically come under the deposit 
guarantee, it appears that by the time the new scheme 
comes into operation an overwhelming majority of the 
banks of the country will be participating in it. 

In this connection it will be recalled that the President 
set in motion a few months ago through the R.F.C. a 
campaign to increase the capital of banks by approxi- 
mately $1,000,000,000 preparatory to the initiation of 
deposit insurance. This programme is also going forward 
rapidly. After a prolonged wrangle the big New York 
City banks agreed to sell capital securities to the 
Government by way of “taking the lead” in the 
President’s programme. They have thus far applied 
for about $130,000,000 of Government money. The 
largest application so far is that of the National City 
Bank, which plans to sell to the R.F.C. $50,000,000 of 
5 per cent. preferred stock, while at the same time 
writing off $56,500,000 of its existing capital funds to 
provide for accumulated losses. This sweeping readjust- 
ment of its capital by the National City Bank, involving 
a reduction of the par value of the bank’s shares from 
$20 to $12-50, brings the total capital write-downs of 
this institution and its security affiliate in the past four 
years to $258,000,000. 

Other developments of importance during the month 
having an indirect bearing upon financial affairs have 
been the belated recognition of Soviet Russia and the 
repeal of the Eighteenth Amendment. The economic 
significance of both of these has probably been exaggerated 
in the public mind, but each in its way has contributed 
somewhat to the more hopeful attitude that has been 
noticeable. 
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French Banking 
By a Correspondent 


HE French money market, which had an easy 
spell in the summer, is at present going through 
a difficult period. By October, it had already 
become firm, and short-term money rates had risen. 
In November, the tension became further accentuated, 
and there was even a possibility of an increase of the 
bank rate. This firmer tendency was due to the sub- 
stantial outflow of capital during November. The failure 
of the Governments of M. Daladier and of M. Sarraut 
made a bad impression in France, and especially abroad ; 
and in face of the obvious unwillingness of Parliament 
to pass the new fiscal measures, it was asked whether 
the franc would be able to stand the strain of an 
unbalanced budget. 

In order to avoid risk, many foreigners withdrew 
their balances from Paris, and French capitalists also 
transferred funds, especially to London. These transfers 
were all the more considerable, as the motive behind 
them was not only the fear of a depreciation of the 
franc, but also the hope of an appreciation of sterling. 
This export of capital resulted in an outflow of gold 
and a contraction of money market resources. This 
was the cause of the tension of short-term money rates. 


End of End of Endof 
Sept., Oct., Nov., 
1933- 1933. 1933. 
0/ o/ oO 
‘ /o Q Yo 
Market rate of discount .. pi io. 1? 23 


Day-to-day money .. Ka os i. 2 24 
Loans on Bons de la Défense Nationale :— 


Market rate for 1 month .. 14 24 3} 

Market rate for 3 months 2+y 3 33 
Rates on loans on securities :— 

On the Parquet .. es - - rf A 1} 

On the Coulisse .. wi e ~~ 2 44 5 


As is shown above, the rise of rates was marked in 
November. The market rate of discount advanced from 
I? per cent. to 22 per cent., which compares with 
I per cent. in September. It is now in the vicinity of 
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the official bank rate, which has been at 24 per cent. 
since October gth, 1931. The rates of loans on Bons 
de la Défense Nationale have also advanced. The rate 
for one month’s loans rose from 2} to 3} per cent., and 
the rate for three months rose from 3 to 34 per cent. 
It is worth noting that at the end of November the rate 
of loans on Bons de la Défense rose above the rate of 
the bonds themselves, which is now at 3 per cent. This 
situation could not last, for it meant that the rate on 
short-term loans was higher than the rate on loans for 
two years. The Caisse Autonome decided, therefore, to 
increase the rate on Bons to 34 per cent. 

The rise of the rate for loans on Bons de la Défense 
Nationale was greater than the increase in the market 
rate of discount, because the bills are eligible for rediscount 
by the Bank of France, and their rate cannot rise, 
therefore, above the official rediscount rate of 2} per 
cent. On the other hand, Bons de la Défense Nationale 
are not eligible for rediscount, and their only market is 
constituted by the banks and by the Caisse de Depots 
et Consignations. The resources of the banks were 
limited, and those of the Caisse de Depots were reduced 
by withdrawals of deposits from savings banks, so that 
it had to refuse to grant any further loans on Bons de la 
Défense, except on very stringent terms. Hence the 
rise of the interest rates. 

The increase of day-to-day loan rates was only from 
2 to 2} per cent., but from time to time the market 
became very narrow and it was difficult to find lenders. 
The monetary tension made itself felt also on the Bourse, 
where loans on securities rose from § to I} per cent. 
on the Parquet and from 44 to 5 per cent. on the 
Coulisse. The demand for loans was not strong, as the 
Bourse was slack. Notwithstanding this, the shortage 
of capital manifested itself also in this section of the 
market. 

As already stated, this shortage of capital was the 
result of the outflow of gold. The gold stock of the 
Bank of France declined from 81,032 millions in October 
to 77,822 millions in November, a decline of 3,210 millions. 
At the same time, the foreign exchange holding declined 
by 1,338 millions, from 2,356 millions to 1,018 millions, 
but this last reduction was due to the repayment of 
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the balance of the sterling credit at the beginning of 
November. The Bank of France ceded its sterling 
balance to the Treasury, and the latter paid for it in 
francs. The result was a contraction in the volume of 
francs at the disposal of the market. 


Endof Endof § Endof 


Sept., Oct... Nov., 
1933 1933 1933 
ASSETS. (Millions of francs) 
Gold reserve ae 7” - .. 82,095 81,032 77,822 
Foreign exchange reserve (total) ied 2,402 2,350 1,018 
Sight .. + re ha we: 1,287 1,285 38 
Time .. me a at ae I,116 1,071 980 
Discounts (total) .. ia — ia 3,705 3,790 4,325 
Bills on France ba = oo5 3,475 3,500 4,203 
Bills on foreign countries... ii 230 230 122 
Advances on bullion... ns si 1,405 1,408 1,413 
Advances on securities .. a “= 2,765 2,781 2,814 
Bonds of the Caisse Autonome. . = 6,393 6,238 6,186 
LIABILITIES. 
Note circulation .. — sa .. 82,994 81,099 80,368 
Current and deposit accounts (total) .. 20,927 21,328 17,971 
Of which— 

Treasury - ws o ea 1,493 1,741 697 
Caisse Autonome a 7 Aa 2,193 2,286 2,259 
Private accounts ss. 27,060 17,035 14,813 
Sundries oe ne a re 233 266 202 
Total of sight liabilities . . i. .. 103,922 102,426 98,339 
Percentage of gold cover i Ae 79% 79°11% 79°14% 


Taking into account the decline in the gold stock and 
in the Bank’s foreign exchange holding, the funds with- 
drawn from the market in November are estimated at 
4} milliard francs. In reality, the amount was larger, 
for the uncertainty of the budgetary situation resulted 
in a revival of hoarding. Although it is impossible to 
make precise estimates, it is probable that the total 
withdrawn exceeded 5 milliard francs considerably, and 
may even have approached 6 milliards. As the total 
resources of the French money market are relatively 
moderate—at the beginning of November they may have 
amounted to between 20 and 25 milliard francs—the 
withdrawal of 5 to 6 milliards was bound to produce 
a marked effect. 

For the first time for many months, the market had 
to fall back upon the Bank of France. The rediscounts 
of the Bank of France increased from 3,790 millions to 
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4,325 millions, an increase of 535 milions, which took 
place mostly during the second half of the month. In 
face of such an increase, there was a possibility of an 
increase of the bank rate, but it is believed that such 
a step will not be necessary until a further augmentation 
of the rediscounts which, at 4,325 millions, are not 
excessively high. It is beyond doubt, however, that if 
the further rediscounting takes place, the Bank of 
France will not hesitate to raise its rediscount rate. 
It is determined that the decline of the gold reserve should 
be accompanied by a corresponding decline in its sight 
liabilities, so as to prevent a decline of its reserve ratio. 
In fact, in November the reserve ratio increased from 
79°11 per cent. to 79-14 per cent., owing to a reduction 
of sight liabilities by 4,100 millions. 

It is evident that, if the decline of the gold reserve is 
accompanied by an increase of rediscounts, the volume 
of sight liabilities will not decline. The reserve ratio 
will fall, and the gold efflux will fail to produce any effect 
on the money market, for the funds withdrawn would 
be immediately and automatically replaced by the 
Bank of France. The French monetary authorities hold 
the view, however, that the creation of stringent monetary 
conditions is indispensable in order to check the outflow 
of gold. The only way to check the export of capital 
and the bear speculation in francs is to make francs 
scarce. In doing so, purchases of sterling against francs 
are made more difficult, and bears of francs are placed in 
a difficult position. It is therefore not out of the question 
that the Bank of France might decide to raise its 
rediscount rate if the movement of the outflow of funds 
continues. 

The transfer of capital from Paris to London caused 
a substantial rise in sterling, in spite of the intervention 
of the British Exchange Equalisation Account. The 
latter bought large amounts of francs and converted 
them immediately into gold. About half of the outflow 
of gold was withdrawn on account of the British 
authorities, while the rest went to Holland and Switzer- 
land. Owing to the big purchases of francs by the 
British authorities, the British financial press raised the 
question of a new sterling credit for the French Treasury, 
and this question was also discussed in French financial 
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circles. Such an operation would have a dual advantage. 
It would replenish the cash reserve of the Treasury, and 
would check the appreciation of sterling in relation to 
the franc. The French Government has not, however, 
initiated any negotiations on the subject, and in financial 
circles the scheme was not regarded with favour. It was 
pointed out that the operation would be expensive 
owing to the fluctuation of exchange rates. The French 
Treasury would have had to sell the sterling it borrowed 
in London under the scheme. To sell £40 millions 
—which was the amount mentioned—would not have 
been easy. It would have provoked a fall of sterling. 
This fall would have been all the more pronounced, as 
there was a substantial bull position in sterling, estimated 
at £30 millions at the end of November. The total 
sterling sales might thus have amounted to £70 millions, 
and it would not have been easy for the market to 
absorb such an amount. In spite of intervention by the 
Exchange Equalisation Account, a decline of sterling 
would have been inevitable. 

On the occasion of the sterling credit of £30 millions, 
the Treasury could rely upon the assistance of the Bank 
of France, which had undertaken to provide the sterling 
at a rate fixed in advance, for the repayment of the 
credit. The Treasury only had to take charge of the 
sale of the sterling, and did not have to worry about 
the repurchase. The sale resulted in a depreciation, 
but it did not cause any loss to the Treasury, because 
the average selling rate was in the vicinity of the rate 
at which the exchange was covered by agreement with 
the Bank of France. At present, however, the Bank of 
France has no more sterling, and its foreign exchange 
assets consist only of credits granted in terms of gold 
currencies. It could not therefore assist the Treasury 
in the repayment of a sterling loan. It could not even 
use its gold stock, since sterling is not a gold currency. 
The Treasury would thus have to buy the sterling in 
the open market. Its purchases would result in an 
appreciation, exaggerated by speculative influences. 
Thus, having sold its sterling during a period of deprecia- 
tion of the pound, it would have to repurchase it during 
a period of appreciation. It would, therefore, suffer 
a substantial loss. Admittedly, the Exchange Equalisa- 
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tion Account would endeavour to restrict the fluctuations 
of sterling. It could not, however, undertake to guarantee 
to the French Treasury the exchange rate. Thus, there 
would be a considerable exchange risk for the Treasury, 
Financial circles were opposed to a credit also on the 
ground that the difficulties of the Treasury were not due 
to the insufficiency of French financial resources, but to 
distrust. It was preferable, therefore, instead of borrowing 
in London, to re-establish the credit of the Government. 
There is no lack of funds, but hoarding is still very 
prevalent. It is estimated that the amount of hoarded 
notes is some 25 milliard francs, while gold to an amount 
of some 10 milliard francs is hoarded. There is, therefore, 
in France a sterile capital of some 35 milliard francs, 
It is hardly wise to draw upon foreign resources so long 
as there are such large resources available at home. 
The Government agreed with this view, and preferred 
to issue in the internal market five-year bonds at 5 per 
cent., issued at 97, giving a yield of 5-7 per cent. This 
loan, issued early in December, was easily covered. 
Its amount was, it is true, limited to 1,475 million francs, 
but the success of the issue shows that confidence in 
France was not completely undermined. In the provinces, 
small capitalists remained partial to Government bonds. 
The solution of a loan in London could not, however, 
be eliminated unless the budget was balanced. At 
present, the French Government has to borrow in order 
to cover the requirements of its Treasury. Should 
internal resources dry up, for no matter what reason, 
it will have to borrow abroad, in spite of the incon- 
veniences of this solution. London is the only centre 
where it could raise the funds. However, the French 
Parliament seems at last to be willing to carry out the 
balancing of the budget, and at the time of writing 
M. Chautemps’s budget project is well on its way towards 
being adopted by Parliament. It must be remembered 
that this project is not sufficient for balancing the 
budget. It contains some fictitious items, such as the 
anticipated receipt from the coinage of nickel and silver 
coins. The present volume of token money is more than 
sufficient, and it would be impossible to put more in 
circulation. It is equally certain that the suppression 
of fiscal evasion will not yield 700 million francs. The 
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project has, none the less, the advantage of covering 
part of the deficit. It will be left for Parliament to 
continue in January the work recently initiated, for the 
restoration of complete budgetary equilibrium is, in fact, 
the only way of restoring the equilibrium of the Treasury. 
So long as the latter has to provide funds for the current 
requirements of the Government, its position will remain 
precarious. In this respect, the attitude of Parliament 
has changed for the better, and it is possible that 1933 
will close in a tone of optimism, in anticipation of the 
much-desired National Government which would be in 
a position to carry out the reforms required. 


German Banking 
By a Correspondent 


HE issue of scrips by the Konversionskasse has 
tT made some progress during the past month, but 

the foreign creditors have sold only moderate 
amounts of scrips to the Gold Discount Bank. This is 
largely because they hope that agreements similar to 
those concluded with Switzerland and Holland might 
be concluded with them. Moreover, the arrangement of 
payment in scrips has not yet begun to operate in regard 
to the United States. As a result, the supply of scrips is 
much smaller than the demand by German exporters. 
The German exporters can obtain the scrips from the 
Gold Discount Bank, and can cash them at their full 
value if they can prove that in doing so they are able 
to arrange ‘“‘ additional exports.’’ Owing to the small 
supply, the prospects of a material improvement of the 
German trade balance through the system of scrips are 
none too good. For this reason, the authorities have 
reverted to the system of stimulating additional exports 
with the aid of the profits on repatriated German 
securities. 

As was reported in last month’s BANKER, the 
Reichsbank began its open market policy towards the 
middle of November. The banking group established in 
October for the purchase of taxation scrips has been 
dissolved. Of the total circulation of one milliard reichs- 
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marks, it bought some 320 millions. Of this, the 
Reichsbank took over Rm. 220 millions against payment 
of Rm. 194} millions. The other banks retained about 
one-third of their original holding, mainly scrips maturing 
in 1934. The banks obtain a rather high yield on this 
investment. 

The initiation of the open market policy resulted in 
a Sharp rise in bond prices in the Berlin Bourse, so that 
the Reichsbank was in a position to sell a small amount 
of its holdings. When, however, the rise stopped, the 
Reichsbank resumed its purchases. During the last week 
of November such purchases amounted to Rm. 5,550,000, 
and during the first week of December they amounted 
to Rm. 10,100,000. It is not known what kinds of 
bonds the Reichsbank purchased, but it is assumed that 
the buying was not extended to new securities. The 
result of the open market purchases was an increase in 
the liquidity of the commercial banks, which manifested 
itself especially in the market for Treasury bills. Within 
less than a week the Reichsbank placed two series of 
Rm. 50 to 60 millions each at the rate of 4? per cent. 
A third series has been introduced, at a lower rate of 
42 per cent. As a result of the demand for money for 
the end of the month and for Christmas requirements, 
this list has not so far been closed, but it is purely owing 
to the seasonal factor that the operations of the Reichs- 
bank in the bond market have lately failed to produce 
any effect upon the market of short-term loans. As the 
banks hold large amounts of bills issued in connection 
with the Government’s unemployment relief scheme, the 
open market purchases will have to go much further 
before producing any substantial effect on the money 
market. 

The improvement of trade is beginning to make itself 
felt in the Reichsbank’s returns. In comparing the 
returns with the corresponding period of last year, it 
ought to be borne in mind that the Reichsbank’s holdings 
of finance bills have declined as a result of the improve- 
ment in the situation of the savings banks. The influx 
of bills for the financing of public works has not 
so far been very large. As the Reichsbank gave a 
binding undertaking to rediscount these bills, the 
commercial banks prefer to rediscount their commercial 
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bills. At the end of November the Reichsbank’s 
holding of bills, securities and advances on securities 
was Km. 3,388,000,000 against Rm. 2,973,000,000 in 
November, 1932. After the turn of the month, the decline 
has this year been much smaller than in 1932. The total 
note circulation is at present slightly under last year’s 
figure. 
; The figures of the commercial banks are also beginning 
to reflect the economic improvement. In October the 
outside resources of the five big Berlin banks declined by 
only Rm. 6 millions, against Rm. 53 millions in 
September, Rm. 106 millions in August and Rm. 143 
millions in July. As the decline occurred exclusively in 
foreign deposits, there must have been an increase in 
the home deposits of the banks. The increase is especially 
noticeable in provincial banks. The progress of savings 
banks has been much more considerable than that of 
the banks. Their deposits increased in October by 
Rm. 52,700,000, against Rm. 18,700,000 in September. 
Since October, 1933, the deposits of savings banks have 
risen by 859 millions from 9,759 millions to 10,618 
millions, while at the same time the outside resources 
of the big Berlin banks have declined by 971 millions 
from 7,401 millions to 6,430 millions. The steady 
increase of the deposits of savings banks enabled them 
further to reduce their liabilities arising from the crisis; 
they now amount to Rm. 165 millions, against one 
milliard in 1932. 

As a result of the contraction of business and of the 
amalgamations of recent years, the German banks 
possess many unused premises which constitute a con- 
siderable burden. The Deutsche Bank und Disconto- 
Gesellschaft have now succeeded in selling the head 
offices of the Disconto-Gesellschaft to the Government. 
The purchase price is not announced. The Deutsche 
Bank will only redeem less than 10 per cent. of its shares 
now held by the Gold Discount Bank, and the remainder 
of the purchase price will be paid in 5 per cent. Treasury 
bonds. The result of the transaction is a book-keeping 
profit of a few millions of reichsmarks, which is all the 
more welcome as, although current earnings were not 
unsatisfactory, it will be necessary to write off further 
amounts for bad debts for 1933. The Gold Discount 


i i 


ed 


=> Pa er FP ow ieee Of oe 


ae | 


“SS SS CD mm CD SBP § VM 


rtm | WN ert Oo eh 


om & 


_ 
— 











58 THE BANKER 





Bank, which holds Rm. 45 millions of Deutsche Bank 
shares, will continue to hold over a quarter of the bank’s 
share capital. 

The interim report of the Deutsche Centralbodenkredit 
A.G. gives an insight into the development of German 
mortgage banks in 1933. Arrears in interest receivable 
further increased this year, but the increase was very 
small. Total arrears amounted to 17:3 per cent. of the 
total interest due during the four quarters ended 
September 30, while a year ago they amounted to 15-9 
per cent. The arrears for interest on rural property 
declined, but those for urban property increased. The 
total amount of mortgage credits granted and mortgage 
bonds issued further declined. 

The German banking inquiry resumed its public 
meetings in November, after the experts appointed by 
the committee of inquiry had submitted their reports. 
There is a reluctance to adopt a definite attitude towards 
the proposal to divide up the big banks into regional 
banks. Provincial banks and private banks are not in 
favour of the scheme. It is expected that the big banks 
will withdraw from small provincial communities, so as 
to allow a wider scope to provincial banks and private 
bankers. In National Socialist quarters it is objected 
that so far the fundamental questions of the relations 
between the banks and the State and between banks 
under private and public control have not so far been 
touched. The discussions of the committee of enquiry 
have not yet been closed, however, so that there will be 
opportunity later to discuss these problems. 


International Banking Keview 


ITALY 
HILE short-term money rates in London, Paris 
and New York were decidedly firmer during 
the last month or two, the downward trend 


made further progress in Italy. On December g, the 
Bank of Italy reduced its official rediscount rate from 
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34 to 3 per cent., thereby creating a new low record 
for all times for the Italian Bank rate. The reduction 
has been made possible by the contraction of the note 
circulation and the increase of the reserve ratio. The 
policy of cheap money is calculated to encourage trade 
which has until recently been handicapped by abnormally 
high interest rates. It is also advantageous from the 
point of view of Italy’s prestige, for, so long as the 
Italian Bank rate was considerably higher than the bank 
rates of other leading countries, her financial stability 
was viewed in many quarters with a certain distrust. 
It will also facilitate the replacement of maturing Govern- 
ment debts on favourable terms. 


SWITZERLAND 


The announcement that the Banque Populaire Suisse 
was compelled to write off losses of more than 100,000,000 
Swiss francs caused considerable surprise, as it was 
believed that its reconstruction in 1932 cleared up the 
bank’s position completely. The bank’s share capital 
will be reduced from 186 million francs to 93 million 
francs, and the rest of the loss will be covered from 
the reserves of 42 millions. The Federal Government 
will then subscribe 100 million francs of fresh capital, 
of which 25 per cent. will be paid up. It is stated that 
all deposits are fully covered and that there will be no 
loss for anyone except the shareholders. The present 
position of the bank is attributed to imprudent credit 
operations in foreign countries. So long ago as 1931 there 
were rumours in circulation about the bank, and there 
was a run of depositors. This was checked, but deposits 
continued to decline. 

The difficulties of the Banque Populaire Suisse gave 
rise to rumours about other banking difficulties. There 
was especially much talk about a bank which had 
already been reconstructed once in recent years. 

Reference was made last month to the reduction 
of the capital of the Banque Commerciale de Bale 
through the purchase of its own shares. Another leading 
bank, the Union de Banques Suisses, has decided to 
pursue the same course. The position of both these 
banks is sound, and the reduction is made because of 
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the general decline in banking activity, which has 
rendered part of the capital superfluous. 


CHILE 


The default on the Chilean Treasury bills which 
matured on November 27 caused much indignation in 
banking circles, especially as the Chilean authorities did 
not even trouble to answer representations made by 
London banks. Subsequently an offer was submitted 
to the creditors, but its terms were quite inadequate. 
The Government proposed the conversion of the Treasury 
bills into long-term bonds of peso denomination, to be 
converted at the official exchange rate of 40. This rate 
was subsequently improved to 60, but even then it was 
entirely unacceptable to the banks, especially as there 
was no question of any early cash payment. 


JAPAN 


The Bank of Japan has decided to adjust its buying 
price for gold to the prices prevailing in the London 
market and the sterling-yen exchange rate. Hitherto 
it has fixed the price on the basis of the yen-dollar rate. 
On November 24, the buying price was fixed at 2 yen 
60 sen per gramme, which is about 28 sen higher than 
the price fixed on April 24. The decision to change the 
method of fixing was due to the fluctuations of the dollar. 
The interval between the fixation of each new price will 
be at least a fortnight. 
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Banking Reviews 
English Reviews. 


American Experiment and its Consequences ”’ at the 

present time; but Monsieur Frédéric Jenny, Financial 
Editor of Le Temps, has done so in the December issue 
of Ltoyps BANK review, and—on the whole—he has 
done it very well indeed. He commences by showing 
that the predominant aim of the United States Govern- 
ment during the past nine months has been to raise the 
price level and thereby lighten the burden of all internal 
debts in the United States; the alternative being to 
allow all insolvent undertakings and debtors to become 
bankrupt—an impossible method of liquidating the past. 
Thus the nature of the American experiment is essentially 
monetary, but this was partially obscured for some 
months by the fact that the manifold measures under- 
taken by virtue of the N.R.A. were superimposed. These 
measures call forth severe criticism from the writer; 
criticism which we feel he may modify somewhat when 
the experiment is viewed later in perspective. The new 
monetary policy—the purchase of gold—was propounded 
by President Roosevelt on October 22. This policy must 
have put large profits into the pockets of speculators, 
and M. Jenny considers that, “instead of allowing the 
dollar to depreciate slowly . . . the right course would 
have been to estimate approximately the currency level 
at which the burden of debts could be carried without 
disaster, and then at a stroke reduce the gold value of 
the dollar to the agreed level.’’ We are in agreement, 
but probably the President would reply that the required 
level can only be ascertained by slow experimental 
methods. The article concludes with an excellent 
analysis of the international repercussions of President 
Roosevelt’s policy. ‘‘ Other countries may watch the 
United States monetary drama, not, indeed, with in- 
difference, but with equanimity and calm.” 

The same journal contains an interesting article, 
strongly condemnatory of ‘‘ Exchange Restrictions.” 
Reliable information on the subject is far too meagre and 
difficult to obtain, even in banking circles, and we should 


[’ is a somewhat bold undertaking to analyse ‘‘ The 











62 THE BANKER 


_ 





welcome any further particulars which the banks are in 
a position to provide, especially regarding countries 
where money due to foreign creditors may be “ blocked ” 
(retained) inside those countries. We certainly agree 
that the uncertainty engendered by these restrictions does 
more than anything else to minimize international trade. 

In an article entitled ‘‘ The Agricultural Outlook,” the 
WESTMINSTER BANK review pays a tribute to the National 
Government’s policy of organizing the marketing of 
agricultural products and of restricting competing imports, 
which has done much to improve the agricultural outlook. 
‘ The legislation of the past year has laid the foundations 
of a revolution in British agriculture as radical, if not as 
rapid, as any Mr. Roosevelt has wrought in American 
economic organization.’’ The writer points out that the 
prosperity of the agricultural industry is of importance 
on other than economic grounds. The need for national 
self-sufficiency in time of war must be considered in this 
imperfect world, and an increase in the agricultural 
population is of value from the standpoint of national 
physique. The article is, perhaps, somewhat too detailed 
for the majority of our readers, but should certainly be 
read by all whose work is in any way connected with the 
agricultural section of the community. 

The report on “ Trade Conditions’”’ which appears 
in the December issue of BARCLAYS BANK review is 
distinctly optimistic in tone. It points out that “ one 
of the most encouraging developments of recent months 
has been the expansion in the overseas trade of the 
United Kingdom.” Of great significance has been the 
expansion in imports of raw materials, undoubtedly due 
to the improved outlook for British manufactures. 
Exports of manufactured articles and also of coal and 
raw wool for October show a considerable increase over 
the figures for 1932, and this expansion has been main- 
tained during November. The writer suggests that 
further industrial expansion will probably show an 
insufficiency of highly skilled hands for certain trades, 
owing to the migration of workers from the more severely 
depressed areas during the past few years. 

The MIDLAND BANK review for November—December 
gives an impartial survey of ‘‘ The Bank for International 
Settlements : Early Years and Later Prospects.’”’ While 
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realizing that at the present time the bank is somewhat 
“under a cloud,” having lost the bulk of its business, the 
writer believes that in the future the bank may prove 
of the greatest value to the world by rendering possible 
co-operation between central banks and other monetary 
authorities, which will be essential for the avoidance 
of wide and rapid fluctuations in the price level when 
some form of international monetary standard is restored. 
He points out that “ the bank can perform little in the 
way of limiting exchange fluctuations or of relieving 
monetary stringency in a world where the exchanges are 
dominated by capital flows impelled hither and thither 
by fears born of political or economic insecurity.” 
Finally, he considers that the influence of the bank will 
remain seriously restricted unless provision is made for 
dealing in currencies other than the few still based upon 
gold. 
Foreign Reviews. 

The Bulletin published at the end of November by 
the SOCIETE DE BANQUE SUISSE, Bale, contains a very 
well written article entitled “‘ Problémes économiques 
d’actualité.”” The writer suggests at the beginning of 
his article that the present economic position may be 
compared to quicksands into which the nations of the 
world are sinking. We are, indeed, glad to find that he 
does not consider the position impossible of salvation, 
though he is far from optimistic. After outlining the 
causes of our arrival in the quicksands he considers the 
proposals of the different schools of economists to save 
the world from its precarious position. It is impossible, 
in a short space, to summarize the whole of the article, 
but the writer concludes in a somewhat pessimistic 
strain, saying that he is beginning to despair of the human 
race when so many people have the intelligence to know 
what ought to be done and yet the nations of the world 
do nothing. He wonders when an “ economic apostle ”’ 
with a strong enough faith and voice will come forward 
to lead the governments to adopt measures which will 
allow the mantle of lead (manteau de plomb), which is 
weighing down the nations, to be lifted and to allow a 
little air to enter the various economic bodies which are 
on the point of suffocating. The article, which is written 
in French, is rather more stimulating and attractive 
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than the usual run of articles in the banking reviews and 
we commend it to the study of those of our readers who 
can obtain a copy of this Bulletin. 

The reviews from the United States indicate that a 
point of uncertainty in future developments has been 
reached. The GUARANTY ‘SURVEY states that “ the 
national recovery programme has not brought the swift 
and steady progress that was hoped for by its most 
enthusiastic supporters.” This has led to the call for 
more drastic measures, principally currency manipulation. 
There are others who are convinced that the present 
stagnation in business is due to the uncertainty of the 
monetary outlook. The writer in this review calls for 
some definite monetary policy: ‘‘ the country cannot 
continue indefinitely on a makeshift monetary policy, 
and the announcement of any specific currency pro- 
gramme, regardless of its nature, is likely to bring some 
degree of price re-alignment,” for a sound currency is 
essential to lasting business progress. 

The writer in the NATIONAL CiTy BANK review draws 
attention to the figures published by the Department of 
Labour showing the great increase in payrolls; but he 
adds that this increase in money income has been greatly 
offset by the reduced purchasing power of money due to 
the higher prices for goods bought. Consequently, the 
course of business during October has been disappointing, 
for it had been hoped that the increased payroll disburse- 
ments and higher prices for agricultural produce would 
have had a beneficial effect on business and trade in 
general. 

The author then discusses the new gold policy and 
considers that as long as this policy is directed to main- 
taining the stability of the foreign exchange quotation of 
the dollar it has everything to commend it. But if, as 
the writer suggests, President Roosevelt intends it also 
to be used as a means of raising prices, there will be 
considerable difference of opinion. There follows a 
lengthy discussion of the effect on prices of varying the 
price of gold. As far as we can gather from the writer in 
this review the whole position is still extremely hazy, 
for ‘‘ the President has stated frankly that many aspects 
of the recovery programme are experimental, and he has 
assured the country that if, after reasonable trial, any 








nd 


a 
en 
the 
ift 
ost 
for 


WS 
of 
he 
tly 
to 
the 
ng, 
se- 
uld 
in 


ind 
in- 
of 

as 
Iso 


be 


the 
- in 


ZY, 
cts 
has 
ny 








BANKING REVIEWS 65 








given part of the programme does not appear to be 
working out successfully, it will be promptly changed.” 


Books 


THE WORKING OF A CORPORATE STATE. By HAROLD 
E. Goap and MurRiEL Currey. (London, 1933. 
Ivor Nicholson & Watson. 2s. net.) 


Tus book is a valuable addition to the growing 
literature on the economic aspects of Fascism. Its 
chapter on the economic policy of Italy deals in detail 
with the banking system under Fascist rule. There are 
also chapters on industrial and agricultural organization. 





TAXATION OF FOREIGN AND NATIONAL ENTERPRISES. 
Vols. II, III, [1V, and V. The League of Nations. 
(London, Allen & Unwin. Price I2s., 7s. 6d., 6s., 
and 2s. 6d. net.) 


THE first volume of this series covered the United 
Kingdom, the United States, France, Germany, and 
Spain. Volumes II and III cover a number of other 
European countries, as well as British Dominions, Japan, 
Mexico, and the Dutch East Indies. Volumes IV and V 
deal with the problems of the methods of allocating 
taxable income. 


HANDBOOK ON THE FORMATION, MANAGEMENT AND 
WINDING Up oF JOINT STOCK COMPANIES. By 
StR FRANCIS GORE-BROWNE. 38th Edition by 
JupGE HAypoN and HERBERT W. JORDAN. 
(London, 1933. Jordan & Sons, Ltd. 20s. net.) 





EssAyS ON MONETARY MANAGEMENT. By _ JACK 
STAFFORD. (London, 1933. P. S. King & Sons. 
7s. 6d.) 


AUSTRALIA’S GOVERNMENT BANK. By L. C. JAUNCEY. 
(London, 1933. Cranley & Day. 7s. 6d. net.) 


ANNUARIO DELLE BANCHE E_ BANCHIERI D'ITALIA. 
(Milan, 1933. Associazione Tecnica Bancaria 
Italiana. 50 lire net.) 
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3 Average weekly balances, nine banks. 
* Since December, 1931, figures relate to last Wednesday in each month. 








ENGLAND| U.S.A FRANCE | BELGIUM NETHER: | peNMARK| NORWAY |SWEDEN 
~ 1930 | 
JANUARY .. 150°5 601-9 341°8 | 33°6 37-0 | 9-5 | 8-1 13°5 | 
APRIL oe 156-2 620-9 33°8 35°7 9-5 | 8-1 13°4 
JULY an 156-3 615-1 | 34°3 35°7 9°5 | 8-1 13°3 
OCTOBER .. 155°6 611-0 36°2 32-7 9°5 8-1 13-3 | 
} | | 
1931 | | | 
JANUARY .. 145°9 604-3 432-6 39-2 35°2 | 9°5 | 8-1 13°3 | 
APRIL an 144°5 640-1 451°6 41-1 36°83 | 9-5 8-1 13-2 | 
JULY me 163°3 701-1 452-7 41-0 41-1 | 9°5 8-1 13°1 
OCTOBER .. 134-8 644°9 481-5 71-3 58-0 9-0 8-0 10-9 
1932 | 
JANUARY .. 120°7 613-9 554°4 72°8 73°3 7°9 8:5 11°3 
APRIL aa 120-8 620°1 618-2 71°8 73°2 8-0 8°5 11-3 
JULY ee 136-1 530-0 662°8 73°3 81-0 | 7°4 8-3 11-3 | 
OCTOBER .. 139°4 | 591°5 665-2 73°8 85°5 7°3 7°8 11°3 
DECEMBER 139-4 626-6 671-1 74°3 85°3 7°3 7-9 113 | 
| 
1933 | 
JANUARY... | 119°8 | 647-0 668-4 74°2 85°3 7°3 7°9 11-3 | 
FEBRUARY 126-4 668°9 659°3 | 74-6 84°9 7°3 7:9 11-3 | 
MARCH .. 150-2 594°5 653-0 75-4 83-4 7:3 | 8-0 11-3 
APRIL — 171°8 665-1 647-4 76°3 78°4 7-3 | 8:3 12-0 
May oe 186-0 705-9 651-0 76°3 74°8 7:3 «| 8-3 12-0 | 
JUNE ee 186-3 52-6 76°3 69-1 7°3 8°3 11-9 | 
JULY me 189-4 654°1 76°5 61-5 7°3 8°3 11-9 | 
AUGUST .. 190-1 660-0 76°8 63-9 7°3 8°3 13°83 | 
SEPTEMBER 190-3 662-4 77:1 68°3 7°3 8-3 13-8 
OCTOBER .. 190-4 660°9 | 77:4 71-9 7°3 8-3 13-9 
NOVEMBER 190-4 650-1 | 77-5 73°8 7:3 8-1 14:1 
DECEMBER 190-6 622°9 77°7 76:0 8-1 14°2 








1 | 2 
CLEARING BANKS | RANK OF ENGLAND 
| | Other Deposits*® Government | 
as | Securities 
Deposits Cash | Advances icles in Benking Reserv: 
ankers e part- 
| Total Balances eourts 
1930 
JANUARY .. | 1,767°5 192-0 969-1 111°8 75°5 64-9 53°5 
APRIL oo | 2,2828°0 187-2 968-2 101°7 65°2 57-1 60-6 
JULY “a 1,749°0 191-2 950-4 107-0 70°3 52-4 49°8 
OCTOBER | 1,791-0 188-7 922°3 95°9 61-0 42-2 60-6 
1931 
JANUARY .. 1,835°9 194-6 907°4 | 97-7 64-4 48-8 51-4 
APRIL -- | 1,698-1 175-4 923°8 | 91-9 56-6 32-0 51°9 
JULY .. | 1,750°3 180-7 | 896-7 | 103-1 69°3 36-3 56°33 
OCTOBER .. | 1,687°8 172:9 | 804°4 | 120-4 68°3 56°5 53°6 
1932 
JANUARY 176-9 889°3 | 112-5 74°3 45°3 49-9 
APRIL | 170-2 | 864°8 | 93-6 58°3 62°6 43-0 
JULY } 187:7 | 820-5 | 122-7 88-2 68-8 44°3 
OCTOBER | 189°5 | 779°9 110-9 77°3 67-0 56-0 
DECEMBER. . | 203-1 758°4 136°2 102-4 102-4 23°6 
1933 
JANUARY 1,943°3 | 210-9 749-6 135°8 103°4 90-6 45-4 
FEBRUARY 1,917°2 | 204-6 751-0 | 183-3 98-3 86-4 61-0 
MARCH | 1,885°9 | 204-0 751°6 | 127°8 92-8 | 57°7 79-7 
APRIL “se 1,890-°9 | 215°7 749°2 | 138-0 100°9 | 68°5 74:0 
May as 1,904°2 202-3 760°6 117-0 77°5 72°5 72:3 
JUNE 1,688 -9 181-8 | 677°7 | 147°3 105°1 j 75°4 74:2 
JULY .. | 1,934°4 201°6 | 753-3 156-2 98:5 | 90°6 72.8 
AUGUST .. 1,927°1 205°1 | 744°3 122-4 79°4 83-2 76 3 
SEPTEMBER | 1,919-1 211°7 | %35°7 141-3 97-3 73°8 79-6 
OCTOBER .. 1,912-1 | 215-3 732-9 149-9 104-1 78-0 81:2 
NOVEMBER .. | 1,898-7 | 213:0 | 722-4 143-4 106-9 70-9 80-4 
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27°794 
1} 24-689 
5-12 26-778 
90-60 25° GOS 
te 24°460 
"at J , 23-6538 
86°07 24-228 
87-26 24-492 
87°41 24-605 
87°25 24-600 
85°57 24-189 
86°07 24°267 
85-24 
R3-°RD 
80°36 
80-20 
82°16 





shoo hoe S 


65° 


66 


67° 


66° 


64 
64 








2-s0 
0-79 
7°09 
0-66 


uling on Friday of each 





642 
‘908 
157 
705 
*660 
‘799 


*124 


62°399 


59- 
59- 
*035 


61 


780 
673 


easury Bills 
Amount 


Offered 





0) 
43 
10 
40 
1 
45 
15 
15 
$5 
$5 
45 
45 
45 
45 
45 
45 
45 
45 
$5 
$5 
0 
0 
50 
week, 
ZURICH MADRID AMST 
Fr.to€ I"tas to € Mi. 
2 s iF 
e > a 12 
25°162 37-017 12 
25-095 38-946 12 
25-044 42-203 12 
25-020 47-141 ? 
- re 12 
25-076 465-640 12 
25-245 $7 -O15 LD 
24-904 52-018 - 
19-823 $3°366 9 
17-582 40-809 - 
19-299 48°788 9 
18-256 44-041 3 
17-606 $1°517 8 
17-040 40-150 
a 
17-416 $1°072 8 
17-664 41°488 F 
17-770 40-519 
17-770 | 40-347 ‘ 
17-439 39-377 8 
17-564 39-865 § 
17-267 39-921 § 
16-989 39-306 7 
16-259 37-438 7 
16-210 37-546 7 
16-587 39-071 i. 
‘ 0 
1 'The old parity of 25-2215 oe 
2 The old parity of 25°22) 
3 Berne until November, iis ojos 
4 Average Oct. 1 to Ot 
& Quoted 19th—30th only. 7 
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Table [V—cont. 


NEW YORK PARIS BERLIN AMSTERDAM 























Market Market Market | Private 
Jonk Rate Diseount Call Money Bank Rate Discount Bank Rate Discount | Bank Rate Discount 
Kate Rate Rate Rate 
| 
Per cent Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. 
2s 2} is R 24 2 4 3k 3} 
4 = 9 is § 24 2 4 35 3} 1} 
8.7 24 * 8 23 2 2 3k 34 lé 
i Dh és g j 12 4 34 34 1? 
6g 24 ts 1 1? 4 3h 45 4 
3.9 24 n 1 24 14 4 3% 44 4 
7.0 2 i I 25 lj 4 34 43 34 
@ 4 24 ‘ l 23 1 4 3% 4 34 
1 ; 2} és 1 2h lj $ 34 3} 23 
0-9 2 i 1 2h 1& 4 3h 34 13 
5+] 2 bh l 24 1 4 sf 34 i 
9+] 2 i 1 24 1; 4 36 3 i 
54 24 te 1 24 1} 4 3h 3 i 
6-6 2 bs 3 24 1} 4 3h 3 3 
9.9 2 & 4 2 15 4 3 tf 3 8 
> 4 24 tk i 23 1§ 4 3 3 5 
3.9 24 b 3 24 1j 4 3H 24 1 
3-9 2 tir { 24 Lg 4 34h 24 H 
0-5 2} is ‘ 23 1j 4 3 24 3 
3-0 24 fr i 23 1 i 4 BY 23 ‘ 
0-5 24 ik i 24 1) $ 3 24 s 
4-6 2 fe 3 24 1} 4 3H 2h i 
7-3 2 ts i 24 2% 4 3 tf 24 it 
1-5 2 Ye 23 23 4 3 + 24 ter 
7.5 2 * 2 2h $ 34 2 ; 
6 0 2 ts ‘ 24 24 4 3h 2h i 
1°6 2 t 24 2; 4 > 24 i's 
7+() 2 f 24 24 4 3+ 24 
4 2 i 2) 2 4 34g 23 
» TAT . , 
yR XCHANGES Table V—cont. 
WERAGES 
‘ AMSTERDAM| BERLIN PRAGUE WARSAW |STOCKHOLM| BOMBAY KOBE RO DE BUEN: 8 
. | JANEIR AIRES 
P Fl.to € Rmk. to £ Kronento# Zlotyto€ | Kr.to£ d. per Rupee d. per Yen. 1. i. per 
sto Gold Peso 
vi 20°4 104°2 4 218"159 18 258 5°8007 
017 12-102 20°387 164°56 43-3938 18-136 17-93 24°25 5525 45-04 
948 12-098 20°375 164-17 43 18-092 17-56 24°38 o°743 43°71 
aa 12-098 20°383 164-06 $3 18-097 17-s2 24°39 9363 10°5 
141 12-061 20-412 163-78 15°375 18-095 17°32 24-52 (4)5-119 33°49 
aT) 12-066 20-419 163-91 18-13 17-78 24-48 4-461 34°49 
O15 12-106 20-409 164-06 18-148 17°85 24-41 3°618 37-68 
012 12-056 20 +967 164-01 18-145 17-81 24-40 3°579 33°61 
66 9°630 16-702 130-68 16-311 17°53 30°07 8-502 32°03 
ang 8-541 14-484 115-75 17 +867 18-13 4-290 40-08 
inte ‘263 15°788 126-40 19-643 13-04 4-134 33°60 
O41 8-314 14°959 119-97 19-484 18-06 5-038 39-60 (5) 
“es 8-450 14-291 114-638 19-370 18-17 >° 235 41°17 
180 8151 13-758 110-53 18-296 18°19 5°430 43°17 
072 5°361 14-127 18-17 14°88 5+380 42°24 
. 8-500 14.355 18-75 14°65 5°375 41-54 
5°531 14-462 18°05 15°00 5°375 40°90 
8°168 14-679 18°06 14°91 5293 40°96 
8°357 14-410 18:08 14°72 4-792 41-94 
8°440 |) 14°375 18-08 15-02 4-607 41-82 
3°263 14-002 18°07 14°93 4-1lo 41°95 
8°139 13-733 18:06 14°42 4-293 42°58 
7-800 13-206 18-04 14°13 4°341 44°38 
9° 784 13-166 18-04 14°31 4°375 44°36 
1-973 13-469 17°93 14-25 4-103 42-75 





doned as from June 25, 1928. 
doned as from December 22, 1927 


@Xs closed during remainder of month. 











1930 
JANUARY 
APRIL 
JULY .. 


OCTOBER 


1931 
JANUARY 
APRIL 
JULY. 


OCTOBER 


1932 
JANUARY 
APRIL 
JULY .. 
OCTOBER 
DECEMBER 


1933 
JANUARY 
FEBRUARY 
MARCH 
APRIL 
May .. 
JUNE.. 
JULY 
AUGUST ja 
SEPTEMBER .. 
OCTOBER 
NOVEMBER 


Table VI 


THE 


BANKER 


Table VI 


COAL PIG-IRON 
Exports 7 = 
Production (including —— if 

Coke) Blast 

ams at end of 
~~ of —— of mouth 
22-8 5:9 159 
19-7 4°6 151 
18-7 4-9 105 
° 21-0 5*1 96 
19-2 3°6 83 
18-6 3°6 78 
17:1 3°7 70 
19-7 4°3 66 
18-7 3°6 76 
18-4 3°38 69 
15-0 3°6 56 
17-5 3°6 59 
18-9 3°3 60 
18:8 3°5 62 
17-8 3°2 63 
19°5 3°5 70 
15-4 2°9 69 
17-4 3°9 72 
15°3 3°3 72 
15-1 3°5 73 
15-4 3 73 
16-6 3° 74 
18:1 3 74 
In: 3° 79 


BRITISH 


OVERSEAS TRADE 





Imports Exports 
€ t 
1930 
JANUARY 101-9 58°3 
APRIL ‘ 83-9 $6°9 
JULY 85°2 507 
OCTOBER 90°9 46-9 
1931 
JANUARY 75°6 
APRIL 70-0 
JULY 70-1 
OCTOLER SO°7 
1932 
JANUARY . 62-3 31:1 
APRIL , 53°5 34°58 
JULY ; 51-9 29-3 
OCTOBER .. 60°8 30°4 
DECEMBER 60-6 2-4 
1933 
JANUARY .. 54°1 29-2 
FEBRUARY.. 49-1 27-9 
MARCH 56-3 32-6 
APRIL ‘ 51°2 26°4 
May a 57-3 30°8 
JUNE .. 53°8 28-5 
JULY oo, 63°79 29-8 
AUGUST 56-8 31-0 
SEPTEMBER 57-8 32°2 
OCTOBER .. 61°8 34-1 
NOVEMBER 63°7 34:4 


1 Daily averages. 





xpor Lo 
Count 
t £ 
uiens n ile 
10-4 
10-4 
10-0 
7-2 9-6 
6-0 9-9 
6-6 9-5 
4-9 9-1 
5:3 9-0 
5-2 9-6 
1-6 9-0 
3°35 S-s 
3:7 8°7 
4-1 9-0 
4-2 9-5 
4°5 8-9 
4-0 8-5 
3°5 9-3 
3°8 9-0 
5:3 &°7 
4°3 9-4 
4°3 &-°5 
3°4 S-4 
4°6 9-5 
3°6 9-3 


2 “ Country ”’ clearings at London Clearing House. 





Thousands of 


Lb 


Production 


Tous 


(1) Returns ised 





BRITISH TRygND 


STEEL (1 


Production 


Thousands of 


Tons 


771 
696 

21 
512 


402 
397 
429 
457 


430 
433 
432 
439 
430 


444 
483 
578 
510 
600 
569 
568 
551 
669 
668 
695 


TRADE AND INDUSTRY—con/, 











BANK CLEARINGS UNEMPLOYMENT 

‘ 

: ' 5 percent- Numbers 

i Provincial Total Compar age of on Live 

ws atte insured Register 

Total persons 
£ £ £ unem- mn's 

millions millions millions ployed omitted 

o°0 15-4 19-5 2-6 1,481 

4°7 15°1 20-3 14-6 1,678 

4-3 14°3 19-9 16°7 1,964 

4-U 13°5 19-9 18°7 2,200 
4-2 14°2 1 21°5 2 
3°9 13-4 21-1 20-9 2 
4-0 13-1 21-3 22: 2 
4° 13-1 20°9 21-9 2, 

4-2 13°8 23-7 22-4 2,728 

4-0 13-0 21-1 21-4 2,652 

4-5 13°3 6 22-9 2,812 

4°] 12°38 “4 21-9 2,747 

4-1 13-1 6 21°7 2,723 

13-7 22-4 23-1 2,903 

13°1 22-0 22-8 2,857 

12°5 21-3 22-0 2,776 

13°3 22-7 21°4 2,698 

13-0 21°8 20°5 2,583 

12°6 20°6 19-5 2,438 

13°7 22-3 19-6 2,442 

12°3 20-0 19-2 2,411 

12-2 19°7 18°4 2,337 

13-8 22- 18:1 2,299 

13°4 21-6 17-9 2,280 


109°6 
100°9 
907 


92:7 


85:1 
80°6 
81: 


a 
= 


} 
ie 
| : 


3 Total clearings (Lond 


“Country” and Provincial) adjusted for comparative purposes, by application of Board of Trade ind 


number of wholesale prices (1924 
tigures published monthly. 


100). 


* Average of four or five weekly returns. 1 
& Reprinted by courtesy of the London and Cambridge Economic Service. 


Since 


December, 1951 








IR 
P 


' 


1 
JANUAI 
APRIL 

JULY . 
OCTOBI 


1 
JANUAL 
APRIL 
JULY . 
OCTOB! 


1 
JANUA! 
APRIL 
JULY . 
OcTOB 
DECEM 


1 
JANTA 
FEBRU 
Marca 
APRIL 
May . 
JUNE. 
JULY, 
AvGus 
SEPTE: 
OcTos 
Novey 


my 
compa 
2 
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Table VI—cont. 


H TRAD INDUSTRY 


tL & MANU- 


STEEL | 


Production 


housands of 
Tons 


771 
696 
621 
512 


444 
483 
578 
510 
600 
569 
568 
551 
669 
668 
695 


UINS 1384 


109 
100°9 
40:7 
99:7 


Qs.) 
80-6 


81° 


913 


=. 


88: 


oo 
i 


876 


LY OT, CO ow 


(Londo 

de indet 
er, 1931 
e. 





[RON & 
PACTL 


Imports 


Thousands 
of Tons 


310 
234 
199 
264 


| 
i. 


193 
231 


} 276 


170 
145 
119 
163 


id 


69 
78 
; 97 
| 77 
dso 
69 
63 
80 
80 
89 
92 





& STE ( 
RES THEREOF 


Exports 


Thousands 
of Tons 


352 
2638 
303 
264 


184 


MACHINERY 


Imports Exports 
thousands thousands 
1,514 4,456 
1,699 3,861 
1,415 4,440 
1,499 4,12 
1,181 3,280 
1,216 2,843 
1,227 2,693 
1,693 2,792 
925 2,701 
769 3,210 
635 2,608 
734 2,249 
913 2,286 
721 1,955 
626 2,018 
639 2,421 
630 2,211 
719 2,338 
672 2,215 
599 2,240 
763 2,140 
681 2,306 
792 2,510 
831 2,483 


COTTON 


Exports of 
| Piece Goods 


Yarns 


Exports of 


Millions of | Millions of 


abs. 


16: 
13° 

9-5 
10°-¢ 
11-7 


“6 


ISISHOSH HOS 


National Federation of Iron and Steel Manufacturers. 


Table VII 


1930 
JANUARY 
APRIL 
JULY .. 
OCTOBER 


Slee eee 


1931 
JANUARY 
APRIL 
JULY .. 
OCTOBER 


1932 
JANUARY 
APRIL 
JULY .. 
OCTOBER 
DECEMBER 


1933 
JANUARY 
FEBRUARY 
Marcu 
APRIL 
May .. 
JUNE... 
JULY... 
AUGUST 


SEPTEMBER .. 


OCTOBER 
NOVEMBER 


1 The indices, which are for the 1st of the month, are entered 


comparison. 


* Gold index. 


UNITED KINGDOM 








Wholesale 1 
Cost of 

Living 

“ Econ- Ministry 

omist” ‘of Labour 
July 

1913 = loa) 1913 100 1014 = lou 
131-0 118°5 164 
123- 112°3 155 
119-2 106°38 157 
113-0 99-6 157 
106°9 91°3 152 
105°7 90-0 147 
102-2 86-0 145 
104-4 90-1 146 
105°8 90-0 147 
102°4 36°3 143 
97-7 82°7 141 
101°1 85°3 143 
101-0 84-1 142 
100°3 2 141 
98-9 7 139 
97°6 3 137 
97°2 5 136 
99-2 5 136 
101-7 75) 138 
102-3 9 139 
102-5 89-7 141 
103-0 &9°5 141 
102-6 88-1 143 
102-8 86°38 145 


(a) Revised index, 





Sq. Yds. 


>) 


“3 


179: 
199- 
198°¢ 
138° 
195° 


197°3 
194: 
209° 
171: 
168: 
141° 
154° 
149° 
163° 
155- 
170: 


KAaGOMWA NOG 


Exports of 


COMMODITY PRICES 





U.S.A. GERMANY 
Cost of 
Wholesale Wholesale Living 
Depart- Statis- Statis- 
ment of tisches tisches 
Labor)  Reichsamt  Reichs- 
amt) 
1918/14 
1913 = 100 1915 100 100 
133°8 32°3 151°6 
129-9 126-7 147-4 
120°3 125-1 149°3 
118°3 120-2 145-4 
(a) 
112°8 115-2 140-4 
107°2 113-7 137°2 
103-2 111-7 137-4 
100-7 107-1 133-1 
96°4 100-0 124°5 
93°8 98-4 121°7 
92-4 95°9 121°5 
92°3 94°3 119-0 
89-7 92-4 118-4 
87-4 91-0 117-4 
85-7 91-2 116°9 
86°2 91-1 116-6 
86°5 90°7 116°6 
89°8 91-9 118-2 
93-1 92°9 118°8 
98-7 93°9 118°7 
99-6 94-2 118°4 
101-4 94-9 119-0 
102-0 95-7 119-8 
102-0 96°3 120-4 


(6) New index, 





ops Wool and Wool and 
Worsted Worsted 
Yarns Tissues 
Millions | Millions Millions of 
of Lbs. of Lbs, Sq. Yds. 
2°7 3°7 14:1 
2°4 3°0 7:0 
2-7 3°2 10-1 
3°1 3°6 8-7 
2°4 2-4 10-4 
2°38 2-4 5-0 
2°5 3°5 6°6 
2°6 4:0 6-7 
3:4 3°4 8-5 
3°6 2-9 6°3 
2-4 | 3-7 7-6 
4°7 3°4 5-9 
4°6 } 3°5 74 
| 
3°3 | 2°8 8-4 
4-2 3:0 8°5 
4°3 3:1 79 
3°0 2°38 5°5 
3°6 3°2 6-1 
3°38 3°2 6°6 
4°3 4°3 8-9 
3°7 4°6 10°5 
3°7 4-2 8°6 
4°6 4°6 7°6 
4-1 4-1 7-9 
FRANCE ITALY 
Wholesale, Cost of Wholesale| Cost of 
(Statis- Living Living 
tique Statis- 
Général _ bique 
Générale) 
Jul (Jan.July) 
1918 low | 1014 100 1913 = 100) 1914 = low 
(b) (b) 
576 565 453 _ 
5438 572 29 = 
558 592 402 
552 597 3387 = 
576 590 362 
545 559 353 ~~ 
500 565 337 
457 531 330 473 
439 534 326 470 
439 535 319 474 
430 517 300 456 
412 \ 516 304 465 
413 ‘ 299 463 
411 296 461 
404 52% 293 458 
390 287 | 451 
387 282 | 444 
333 516 282 447 
403 285 447 
401 283 440 
397 516 282 446 
397 |J 281 447 
397 277 
409 


WOOL 


Exports of 


Exports of 


for the previous month to facilitate 





- 
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Bank Meeting 





ROYAL BANK OF SCOTLAND 





ANNUAL 


GENERAL COURT 


OF PROPRIETORS 


STRONG LIQUID POSITION 





DUKE OF BUCCLEUCH’S SPEECH 


has Annual General Courtof Proprietors 
of the Royal Bank of Scotland was held 
29th 
November, His Grace the Duke of Buccleuch, 


at Edinburgh on Wednesday, 
K.T., Governor of the Bank, presiding 
In opening the Meeting, His Grace said : 
Before the Directors’ 
and the Accounts for the past year, lL 
refer first to what is uppermost in our minds 
the the figure of Sir 
Alexander Wright 
for we had a warm affection for him, as well 


presenting Report 


must 
absence of familiar 


We all miss him greatly, 


as admiration of his great business ability 


and appreciation of his outstanding 


found time to do 


high 
services to the Bank He 


much valuable public work, but essentially 
the 


great inspiration to all the Staff for, beginning 


3ank was his life. His example must bea 


remained in our 


as a young apprentice, he 
service all his life, reaching successively the 
Superintendent of Branches, 


and General 


position ol 


Secretary, and, finally, Cashier 
was elected to a 
life- 


omit 


and in 1929 he 
Board 


ssful 


Manager ; 
the in recognition of his 
long and succe He did 
to crown that work by making provision for 


eat on 


work not 


his own succession, and the Directors have, 


vith great confidence, appointed the Deputy- 


William 


Gener Manager, Mr Whyte, to 
succeed Sir Alexander as Cashier and General 
Manager. Mr. Whyte is a man of wide 


experience and has himself spent his whol 


business life in the service of the Bank, and 
we are confident that he will successfully 
carry on its high traditions, and preserve our 
warm relations with our customers and 


friends, to whom he is already well known. 


In moving the adoption of the Report, His 
Grace said : 


I presume it will be your pleasure that the 
Annual Report and Balance Sheet, with the 
Auditors’ 
your hands for some days, shall be taken as 


Keport, which have now been ip 


read. The Directors are pleased, having 
which this and 
experiencing, to 
otatement of so 


regard to the difficult time 


other countries have been 


submit a satisfactory a 


character 


INCREASED DEPOSITS 


The Deposits show an increase on last years 


higures ot over £3,000,000—the amount 
appearing im the Balance Sheet being 


£59,257,330. Under prevailing conditions it 
is not surprising that we should show such 
a substantial expansion in this side of our 
business, and it will, I believe, be found that 
In the 


case of the English Clearing Banks, the total 


increases are general to all Banks. 


Deposits are over £200,000,000—higher than 
two years ago 
I should, therefore, mention that with such 
large figures there are bound to be fluctua- 
tions, in as much as there are considerable 
ums lying with us awaiting investment, and, 
the custodians of 
money placed with us for temporary periods 
The 


big increase on last year’s figures. 


from time to time, we are 


Small Savings Accounts again show a 


Notes in Circulation at £2,858,502 are up 
about £80,000 on last year, while Acceptances 
and Endorsements on Foreign Bills, and 





: 
7 
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' 
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lat the 
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other obligations, show an increase of over 
£500,000. , 

~ The increase in the latte1 heading is partly 
accounted for by forward operations 1n foreign 
currencies on account of our trading customers 
who wished to cover the risks of fluctuations 
ll cases, these opera- 
been 


in the Exchanges. In % 


on account of have 


tions clients, 


covered with first-class Banks and institu- 
tions. 


LIOUID RESOURCES AND 
~ INVESTMENTS 


On the other side of the Balance Sheet 


we continue to show, under the different 


strong evidence of the liquid 


headings 
position of the Bank. Cash on Hand, and 
with the Bank of England and other London 
Bankers, and Money at Call and Short 
Notice is fully £700,000 more than we showed 
increase in Deposits and 


Advances on Cash 


last year. The 
ioderate reductions in 
Credit and Current Accounts account for 


the higher figures standing against British 
Government Securities, which at {25,151,448 
are up £4,200,000 from last year. These 


large figures reflect the weight of unemployed 
money at the present time. As usual, all 
our Investments are valued in the Balance 
Sheet at or under the market prices ruling on 
the date of our Balance I may also add 
that a good proportion of our Government 
Securities are in short-dated and medium- 
dated Loans, and they all how a very 
substantial Surplus over Book valu 
As already mentioned, we have to report a 
decrease in our Advance Phat is likely to 
ea feature of all Bank Reports this year, 
and is evidence of the shrinkage in inter- 


national trading, accompanied, no doubt, by 


g, 
a certain amount of liquidation of frozen 
advances 

rderat fall 


in amount, due to a reduction in our holding 


Our Bill Portfolio shows a m«¢ 


of Treasury Bills which, until quite recently, 
were only obtainable at unremunerative rates 
Our Portfolio of Commercial Bills has been 
maintained at last year’s figure, and I am 
glad to repeat that this ideal ty pe of Advance 


has lately shown signs of increasing 


what | id when | 


I would again repeat 
ddressed you last vear, that we are in the 
positon ready to give accommodation to 
our trading friends, and, when they require 
it, we are prepared and willing to give 
favourable consideration to all reasonable 


Proposals based on sound banking lines 


PROFITS 
Turning to the Profit and Loss Account, 
we are able to show a slight increase upon the 

figures of the previous year 
The past year may not have been attended 
with the many difficulties of the preceding 
year, but, taking into consideration the many 
severe handicaps which the Trade of the 
country has to contend with, the Directors, 
in the circumstances, regard it as highly 
satisfactory that the Profits of the Bank have 
been maintained, and even increased. Fol- 
usual 


lowing the practice, all Bad and 


Doubtful Debts have been fully provided for. 


APPROPRIATIONS 
The Directors are pleased to find themselves 
in the position to recommend that a Dividend 
for the Half-Year, payable at Christmas, at 
the same rate as formerly 17 per cent per 
annum—be declared, and to make the usual 
appropriation to Pension Reserve Fund and 


+ 


rhtly increased appropriation to Bank 





Buildings and Heritable Property. 

After making these appropriations, there 
remains a surplus of £75,077 18s. 9d. which, 
following the practice of the past two years, 


it is proposed to carry to Inner Reserves 


| 
against Contingencies. 

The Rest or Reserve of the Bank remains 
at the same figure as_ previously—viz., 
{3,780,926, which is rather more than the 


Paid-up Capital, but the Directors consider 
that, under the present uncertain conditions 


it is more prudent to continue the policy of 


augmenting, meantime, the Inner Reserves, 


instead of adding to the published Reserves. 


BUSINESS OF THE BANK 


rhe general business of the Bank through- 
out Scotland and in London, has been well 
maintained and, in some directions, has been 
added to 
associate, Williams Deacon’s Bank, Limited, 


This condition also applies to its 


who report improved trading ‘conditions in 
certain of the areas in which that Bank 


operates 


TRADE IN SCOTLAND 


Itis pleasing to reporta definite improvement 
in many of the Industries of Scotland. From 
the West of Scotland we have received reports 


which furnish distinct evidence of a revival 





































in the Heavy Industries. The orders received 
in Glasgow and district for vessels to be 
built should do much to reduce unemployment 
in that part of our country where the effects 
of the trade depression have particularly been 
felt. In other industries the reports received 
by us from various centres confirm that 
there is a steady, if perhaps slow, revival 
in trade. 

Agriculture continues in a depressed con- 
dition, and I regret that there is only a little 
improvement to report in that important 
section of our national economic life. In 
this connection I would mention that, along 
with three other of the Scottish Banks, we 
have provided the capital for the recently 
formed Scottish Agricultural Securities Cor- 
poration, Ltd. The Corporation is now 
receiving applications and is granting long- 
term loans on easy conditions to Farmers on 
the Security of their farms. These facilities 
should prove of benefit to the farming com- 
munity at a time when the industry is suffer- 
ing so severely from the adverse conditions 
under which it is operating 

Another of Scotland’s important industries 
which is experiencing a trying time 1s 
Fishing. The Russian market, which used to 
provide a good outlet, has practically ceased 
to exist, and the establishment of Curing 
stations in some parts of the Continent is 
another factor which is restricting exports in 
this Industry. 

[rade agreements with certain foreign 
countries have helped our Foreign Trade, on 
which the prosperity of the country so greatly 
depends, but until we get rid of the different 
restrictions and barriers to the normal flow 
of international trade, and until some degree 


of world currency stability is provided, 
our Export Trade, must, l ams afraid, 
continue to be but a fraction of its former 


volume. 


COMMODITY PRICES AND THE U.S.A 


The changing financial policies of the 
U.S.A., added to the widely fluctuating rates 
of exchange of the Dollar, are extremely 
disturbing factors to world commerce and 
constitute a real danger to the progress that 
has happily taken place in this and other 
countries. 

Trade is essentially an exchange of goods 
and services, and unless commodities can 
move freely between the nations, it is difficult 
to see how the necessary demand for com- 
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modities can be stimulated, which alone can 
permanently raise real prices and loosen 
exchange restrictions throughout the world 
It may be doubted whether monetary mayj. 
pulation by itself can bring the desire, 
relief to America. A sound financial Policy 
similar to that pursued by this county 


might. 


TANATION AND TRADE 


From all indications it would appear that 
the Chancellor of the Exchequer will realise 
a surplus at the end of the present financja) 
year. 

If the financial situation of the county 
permits, industry would welcome, and inde 
confidently expects, some remission in th 
burden of taxation. A reduction in the Incon 
Tax and Sur Tax would lighten the burden {o; 
industry, increase the purchasing power, and 
give that degree of confidence which js ; 
essential at this stage, when we have reasop- 
able grounds for believing that the slump; 
definitely behind us. ; 

The Directors have to record with dee 
regret the death of Mr. Robert Fleming who 
since 1907, had been an_ Extraordinan 
Director of the Bank. 

During the year, Sir Thomas Sivewright 
Catto, Baronet, was elected an Extraordinan 
Director in succession to the late Earl 0 
Inchcape, whose death was reported at our 
last Annual Meeting. Sir Thomas is we 
known in the City of London and in India 
and I am sure you will agree that he is; 
fitting successor on our Extraordinary Boar 
to the late Earl of Inchcape 

The Directors again desire to express thei 
thanks to the General Manager, and th 
Officials and Staff at Head Office, Londo 
City and West End Offices, Glasgow, Dunde 
and all the other Branches, for their services 
and loyal support during the year. 

With these observations, I beg to propos 
that the Report now submitted, containing 
a Statement of the Accounts and Balan 
Sheet, be approved, and that out of the Profits 
of the year a Dividend at the rate of 17 pet 
cent. per annum for the Half-year, under 
deduction of Tax, be now declared 
conformity therewith. 

The Report was approved, and th 
Governor, Deputy Governor, Extraordinan 


Directors and the retiring Ordinary Directo § 
were re-clected, and the Auditors wer] 


re-appointed for the ensuing year. 
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The Birmingham Municipal Bank 
By Professor C. H. Reilly 


HE new building at Birmingham which we are 
| about to consider has been built for the first 
Municipal Bank in the country. When the present 
Chancellor of the Exchequer was Lord Mayor of the 
city in 1915 he started the project. It is interesting 
that this departure in municipal trading should have 
been at his initiative. If one may judge, however, from 
the architecture of the building now put up to house 
an undertaking of which the deposits have in seventeen 
years grown to fifteen million pounds and in which a 
third of the population of Birmingham are said to be 
depositors, nothing very radical was intended or has been 
achieved. Perhaps the ultra-conservatism of the building 
is intentional and meant to give confidence in this respect. 
No one certainly would think it a Soviet institution 
from its appearance. 

There is, however, another reason for its straight- 
forward classical character. For the design an open 
competition was held among architects and Sir Reginald 
Blomfield was appointed assessor to draw up the con- 
ditions and judge the prize. Though Sir Reginald has 
lately got into trouble with a scheme of his own for 
rebuilding Carlton House Terrace he par excellence stands 
for the English classical tradition. It was therefore 
likely, to say the least, that the design he would choose 
would belong to that school of thought. No doubt the 
Committee of the Corporation in inviting him to judge 
the competition had this in mind. If they had not they 
ought to have had. Promoters of competitions should 
always remember this when choosing an assessor them- 
selves or when asking the President of the Royal Institute 
of British Architects to nominate one, but I am afraid 
it is not always the case, with the result that they are 
very often surprised that the final building is so unlike 
what they had expected or hoped for. Here, however, 
one cannot help feeling that the Corporation, the assessors 
and the architect have all been of one mind as to the 
requirements. It should be understood, too, that this 
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building, besides in itself housing a municipal enterprise of 
which Birmingham is very proud, is so placed that it will be 
in time a very important element in a group of public 
buildings forming the civic centre of the town. 

The ground plan of the building, which is illustrated, 
has for the architect’s eye all the characteristics of a 
winning design. It is straightforward, symmetrical and 
balanced to a very high degree. An assessor is often 


GROUND FLOOR PLAN 


carried away by a solution which looks so straight- 
forward, not noticing how the accommodation asked 
for has been distorted to obtain this effect of simplicity. 
Here nothing of the kind has taken place. Everything 
seems to have fallen into its position naturally. One 
says “naturally’’ yet one knows from practice how 
difficult it is to reach such natural looking simplicity 
when all that one has before one is a blank site and a 
long schedule of requirements. 
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Mr. Cecil Howitt, the architect who won the compe- 
tition and erected the building, is just the man to produce 
the required order out of chaos an assessor would look 
for. His Town Hall for Nottingham has the same 
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straightforward downright qualities. Here he has natu- 
rally made his banking hall the heart of his building, 
and, as his site was a rectangular one, has made that 
heart rectangular. His banking hall is the atrium or 
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Burroughs AUTOMATIC 
Typewriter Bookkeeping Machine 


Some reasons why it is 


widely used by British Banks 





Ledgers 

Statements 

Waste 

Remittances 

New Issues 
Supplementary Lists 


All Adding and List ng work—with 
or without typewritten description 


Will do more work—fastest machine 
of its kind ever built. 


Extremely simple to use—electrically 
operated—the motor does the work 
actual physical effort reduced to 
minimum. 

Completely automatic subtraction and 
addition. 

Single key depression for all totals and 
balances—no copying from dials, no 
subsequent motor bar operation. 
Computing and printing of credit balances 
reduced to one operation. 

Printing of dates entirely automatic. 
Front feed carriage for rapid insertion of 
account forms—with cylindrical platen 
for summary sheet. 

Posts several related records in one 
operation, furnishes full-width journal 
and automatically accumulates figures 
for proof. 

Automatic cross tabulation and carriage 
return. 

Simplifies the work. 

Flexible—speeds up completion of all 
accounting records—with or without 
typewritten description. 


Reduces costs. 


Burroughs 


BURROUGHS ADDING MACHINE LIMITED, 136 Regent Street, London, W.1 


Branches in all principal cities. 


Telephone: Regent 7061 (Private Branch Exchange) 
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patio of his classical villa. It is 67 feet by 53 feet with 
100 feet run of counter. One approaches it through a 
lofty portico with four great fluted Ionic columns set 
in antis, that is, between piers designed to contain them, 


MAIN ENTRANCE 










CORRIDOR 





and at the same time contrast with them. One passes 
from this loggia into a broad corridor which encircles 
the banking hall. It is the cloister round the patio. 
Where this corridor turns a right-angle Mr. Howitt, 
following the precedent set by Mr. Rowse at Martins 
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headquarters in Liverpool, has formed two small octagonal 
halls which mark these junctions and as it were pin 
down the plan at these points. As in the Liverpool 
building to form them he has had to chamfer off the 


OBSERVATION BALCONY 


corners of the adjacent rooms and, like Mr. Rowse, he 
thereby obtains in his great hall the strength of four 
plain canted corners. In his other rooms he has had 
to put up with such corners being unbalanced. The 
banking hall having no external walls and taking the 
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place as it does of a courtyard is naturally lit from the 
roof. It is so lofty however that the first floor rooms 
and corridors which abut on to it have either to look 
into it, which would be the natural thing if it were a 


wart Bale 


FIRST FLOOR, NORTHERN CORRIDOR 


real courtyard, or to look the other way. For the dignity 
of the banking hall they look the other way with the 
result that the architect has been able to provide the 
fine plain—I wish he had left them still more plain— 
walls to his hall. In one place, however, he has indulged 
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in a window looking down at the banking space. It is 
centrally over the main entrance door and forms with its 
balcony a fine and picturesque feature. One can imagine 
the Lord Mayor bringing distinguished visitors to this 
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VIEW INTO SAFE DEPOSIT 
balcony and showing them with pride the work going on 
below. 
On the far side of the encircling corridor on the ground 
floor will be found on the right-hand side a large depart- 
ment unknown in other banks called the House Purchase 
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Let GAS solve vour 
HEATING PROBLEM 


The new Birmingham Municipal Bank, municipal buildings 
at Leeds, Morecambe Town Hall, Smethwick Town Hall 
and many other large buildings chose Gas for central 
heating because— 


Gas is clean and reliable. 

Gas is not subject to price fluctuations. 
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For the latest information and free illustrated booklet on 
gas for central heating apply to your gas undertaking, or 
write to the address below. 


THE BRITISH COMMERCIAL GAS ASSOCIATION 28 GROSVENOR GARDENS, LONDON, S.W.1 
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Department. The rest of the rooms are interview rooms, 
machine rooms, administration and domestic offices, 

Below in the basement, the great central space repre- 
sented above by the banking h: ul, is the safe deposit, the 
largest, one is informed, in the provinces. Strong rooms, 
muniment rooms, reference rooms and stores complete this 
floor, below which is a sub-basement for heating, air condi- 
tioning and other engineering purposes, including a garage. 

On the first floor the space round the upper walls 
of the banking hall is given to accountancy and adminis- 
tration offices, while on the second floor is the audit 
office, committee room, canteen and assembly hall. 
These latter are enormous apartments wider than the 
width of the office and corridor below. They must 
therefore, overhang the banking hall to a certain extent, 
which means that Mr. Howitt must carry parts of these 
rooms on cantilevers, just as Mr. Rowse in Martins 
Bank at Liverpool carries half a dozen floors of offices. 
This fact, to a certain extent, justifies the steel construc- 
tion of the building, for buried in all this monumental 
classical architecture is once more a birdcage of steel 
doing all the real work. One cannot help fee ling, however, 
directly one discovers this a certain sense of discomfort, 
though one must admit it is a feeling nearly every modern 
building gives. 

Apart “from finding a very monumental-looking build- 
ing is not monumental at all in its construction one can 
say that this Birmingham building is a highly efficient one 
full of well-lit easily-found apartments and probably won 
the competition, given the assessor and monumental 
classical architecture, hands down. 


Scottish Widows’ Fund, New City Site 

The Scottish Widows’ Fund and Life Assurance 
Society announced recently that they had decided to 
rebuild their London Office premises at 28, Cornhill, E.C. 
It is now announced that they have acquired the site 
of the adjoining property, No. 30, Cornhill. The new 
— will be erected from the design of Mr. W. Curtis 
Green, 'R. A. It will be on a larger scale than originally 
contemplated, and will cover a frontage of 62 feet. 
During the rebuilding the London Office will be im 
temporary premises at 52, Bishopsgate, E.C.2. 








